lcs DUKE Mailing Add;ess:
&’ ENERGY. | I
' . Cincinnati, Ohio 45202

- o0: 513-287-4315
f: 513-287-4386

VIA OVERNIGHT DELIVERY R
' -
May 14, 2014 E“’E’VED
- VAY 15 2014
Jeff Derouen PUBLIC sggy,
|
Executive Director COMMISSIOA? &

Kentucky Public Service Commission
211 Sower Boulevard
Frankfort, Kentucky 40602-0615

. Re: In the Matter of Application of fi)uke Energy Kentucky, Inc. to Implement a
Hedging Program to Mitigate Price Volatility in the Procurement of Natural
Gas, Case No. 2012-00180

Dear Mr. Derouen;

Enclosed please find an original and eleven copies of Duke Energy Kentucky, Inc.’s
Annual Report on Hedging Activity for April 1, 2013 - March 31, 2014 and Report on
Hedging Activity for Future Gas Deliveriés and Petition for Confidential Treatment. ~Also
enclosed is one copy of the Confidential Material to be Filed Under Seal as requested in the
Petition for Confidential Treatment. - Please note the Confidential Material has been
highlighted for your reference.

Please date-stamp the extra copy of the letter, Petition, and Report and return to me in the
enclosed package.

Sincerely,

Kristen Ryan

Senior Paralegal
kristen.rvan@duke-energy.com

cc: Jennifer Hans (w/enclosures)
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COMMONWEALTH OF KENTUCKY RECE] VED

M
BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION AY 15 201
PUBLIC sgRy,
o
In the Matter of: COMMISSION E

APPLICATION OF

DUKE ENERGY KENTUCKY, INC. TO )

IMPLEMENT A HEDGING PROGRAM ) Case No. 2012-00180
TO MITIGATE PRICE VOLATILITY )

IN THE PROCUREMENT OF

NATURAL GAS )

PETITION OF DUKE ENERGY KENTUCKY, INC.

FOR CONFIDENTIAL TREATMENT OF INFORMATION CONTAINED IN
THE ANNUAL REPORT ON HEDGING ACTIVITY FOR APRIL 1, 2013
THROUGH MARCH 31, 2014,

AND REPORT ON ONGOING GAS HEDGING ACTIVITY FOR FUTURE GAS
DELIVERIES

Duke Energy Kentucky, Inc. (Duke Energy Kentucky or Company), pursuant to
807 KAR 5:001, Section 13, respectfully requests the Commission to classify and protect
as confidential certain information that is contained in its Annual Report on Hedging
Activity for April 1, 2013 through March 31, 2014 and Report on Ongoing Gas Hedging
Activity for Future Gas Deliveries in this proceeding, which is being filed
contemporaneously with this petition. In support thereof, Duke Energy Kentucky states:
1. Duke Energy Kentucky has filed today documents containing sensitive and
confidential information relating to the volumes of gas that Duke Energy Kentucky
purchased through the use of hedging instruments for its hedging plan. Disclosure of this
information would damage Duke Energy Kentucky by alerting suppliers as to how much
gas Duke Energy Kentucky intends to purchase through hedging instruments at any

particular point in time, which could allow suppliers to raise the cost of their hedging
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instruments to Duke Energy Kentucky, thus making it more costly to Duke Energy
Kentucky to acquire hedging instruments for future gas supply.

2. Certain attachments contain copyrighted documents published by PIRA Energy
Group not available for reproduction to the general public. This information is subject to
copyright protection and has been obtained through paid company subscriptions.

3. The Commission has treated the same information described herein as
confidential in other responses to similar data requests such as Duke Energy Kentucky in
Case Nos. 2011-00091" and 2012-00180.2

4. This information was, and remains, integral to Duke Energy Kentucky’s effective
execution of business decisions. And such information is generally regarded as
confidential or proprietary. Indeed, as the Kentucky Supreme Court has found,
“information concerning the inner workings of a corporation is generally accepted as
confidential or proprietary.” Hoy v. Kentucky Industrial Revitalization Authority, Ky.,
904 S.W.2d 766, 768.

5. Duke Energy Kentucky does not object to limited disclosure of the confidential
information described herein, pursuant to an acceptable protective agreement, with the
Attorney General or other intervenors with a legitimate interest in reviewing the same for
the purpose of participating in this case.

6. In accordance with the provisions of 807 KAR 5:001 Section 13(3), the Company
is filing one copy of the Confidential Material highlighted, separately under seal, and ten

(10) copies without the confidential information included.

! Case No. 2011-00091, Letter granting confidential treatment, March 31, 2011.
2 Case No. 2012-00180, Letter granting confidential treatment, July 20, 2012,
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7. Duke Energy Kentucky respectfully requests that the Confidential Material be
withheld from public disclosure for a period of ten years. This will assure that the
information - .if disclosed after that time - will no longer be commercially sensitive so as
to likely impair the interests of the Company or its customers if publicly disclosed.

8. To the extent the Confidential information becomes generally available to the
public, whether through filings required by other agencies or otherwise, Duke Energy
Kentucky will notify the Commission and have its confidential status removed, pursuant
to 807 KAR 5:001 Section 13(10)(a).

WHEREFORE, Duke Energy Kentucky, Inc. respectfully requests that the
Commission classify and protect as confidential the specific information described

herein.

Respectfully submitted,

DUKE ENERGY KENTUCKY, INC.

/£
“Rocco O. D’Ascenzo (92796)
Associate General Counsel
Amy B. Spiller (85309)
Deputy General Counsel
Duke Energy Business Services, LLC
139 East Fourth Street, 1303 Main
Cincinnati, Ohio 45201-0960
Phone: (513) 287-4320
Fax: (513) 287-4385
e-mail: rocco.d’ascenzo@duke-energy.com
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CERTIFICATE OF SERVICE

I certify that a copy of the foregoing Petition for Confidential Treatment was

served to the parties listed below by regular United States mail, postage prepaid, this

TCA
day of May 2014. Q/
LWO. D’Ascenzo
Jennifer Hans

Assistant Attorney General
1024 Capital Center Drive, Suite 200
Frankfort, Kentucky 40601-8204
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The Vice President Ohio and Kentucky Gas Operations, Manager of Gas Resources,
the Lead of Gas Procurement and Analysis and other personnel (Natural Gas Hedging
Committee) met on a regular basis to review current market conditions for natural gas, short
and long-term weather forecasts, gas industry trade publications, and price estimates to
determine whether to enter into any hedging transactions. These meetings were scheduled at
least monthly, but can occur more frequently depending on the season and market conditions.
A brief summary of the decision made at each of these meetings during the 12 months ended
March 2014 is attached, along with the information reviewed during each meeting (see
Attachment A).

A summary of the amounts hedged prior to March 31, 2014 for delivery at a later date
is shown below, followed by details of the factors influencing Duke Energy Kentucky, Inc.’s
(“Duke Energy Kentucky”) decision to enter into the hedging agreements during the 12
months ended March 31, 2014.

Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dth Point Dth/day Month(s) Volume
Summer 2013
8/102011* | NN | Fixed [ ] CGT-M [ | Apr 12 -- Mar 14 I |
10/26/2011* IR | Fixed [ CGT-M | mmm Nov 12 -Oct 13 I |
i
Winter 2013/14
8/10/2011* I Fixed | NN CGT-M | mml [Apri2-Marl4 | NN
11/21/2011* BN | Fixed [ ] CGT-M | Il Nov 13 —Mar 14 l
1/23/2012* | N Fixed B | CGT-M | Nov 13 —Mar 15 1
8/14/2013 | mEEEE Fixed | CGT-M | Wl [ Novi3-Marl4 | NN |
i
Summer 2014
1/23/2012* . Fixed | [N CGT-M | mm [ Novi3-Marl5 | [ |
10/19/2012%* m Fixed I CGT-M | mm | Apr14-0Oct15 | NN |
8/8/2013 ] Fixed . CGT-M | 1 Apr 14 —Mar 16 I
I
Winter 2014/15
1/23/2012* | ] Fixed . CGT-M | B |[Novi3-Marl5 | [N |
10/19/2012** | Fixed B | CGT-M | e Apr14-0Oct15 | NN |
8/8/2013 B | Fixed e | CGT-M Bl | Aprl4-Marlé6 .
3/28/2014 . Fixed BB [ CGT-M | mmm [ Novlid-Marl5S | [N |
I
Summer 2015
10/192012** |  mmm Fixed s CGT-M | W | Apr14-Octl5 | [N
8/8/2013 . Fixed Bm | CGT-M [ mmm [ Apr14-Marl6 | SN |
a i
Winter 2015/16
8/8/2013 [ Fixed [ CGT-M [ Apr 14 — Mar 16 I
2/21/2014 B Fixed | CGT-M | I | Novi15-Octl6 | NN |
I |

Page 1



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 3 of 325
Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dth Point Dth/day Month(s) Volume
Summer 2016
2212014 | ] | Fixed | pmmm [ CGT-M | pmmm [ Nov15-Oct16 | N
I
* See Annual Report on Hedging Activity for April 1,2011 — March 31, 2012
**  See Annual Report on Hedging Activity for April 1, 2012 — March 31, 2013
CGT-M = Columbia Gulf Transmission Mainline
There were no transactional costs associated with any of these arrangements.
When the natural gas is delivered, the suppliers simply invoice Duke Energy Kentucky
based on the hedged price. The portions of system supply hedged for each season are
listed in the table below, along with the percentage including storage:
Season Total System | Total Hedged % % Hedged
As of March 31, 2014 Supply Hedged { And Storage*
Summer 2013 IS W | .
Winter 2013/14 I | s | .
Summer 2014 I S e | .
Winter 2014/15 I | .| . .
Summer 2015 — 1 I |
Winter 2015/16 . .
Summer 2016 B I -

* Includes Interstate Pipeline Storage and Supply Contracts that mimic Storage Service.

2 Year Fixed Price with I — August 8, 2013

During the hedging meeting on July 26, 2013, discussion focused on the
fundamentals including weather, storage inventory levels, PIRA and EIA forecasts,
independent analyst’s projections of supply and demand and the impact on gas prices,
technical analysis on Summer and Winter Strip prices, and current positions in the
Hedging Program. Significant discussion took place regarding the latest storage injection
report of 41 Bef which was well below analysts’ expectations and the impact on gas
prices. In addition, discussed the below normal temperatures that have been forecasted
for the eastern portion of CONUS and that impact of future storage injections. The
decision was made not to hedge additional volumes; however, at that time it was
determined that the market would be monitored for significant price movements. On
August 8, 2013, the Vice President Ohio and Kentucky Gas Operations, Manager of Gas
Resources, and the Lead of Gas Procurement met to discuss additional hedging in light of
current market conditions. NYMEZX prices for April 2014—March 2015 strip decreased
significantly from the July 26, 2013 meeting of $4.063 to $3.790 based on August 8™
price levels. Discussion focused on the volatility in the financial markets, the current
mild weather (and expectation for more mild weather) and its impact on storage levels.
After discussion, a determination was made to hedge additional volumes. Discussed
several hedging opportunities and determined to lock in a fixed price for Jjjjjj Dth/day
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for Duke Energy Kentucky with a term of April 2014 through March 2016. R
I <1 contacted for bids at Columbia Gulf Mainline. | bid--
N I b J . NN b I s selected s the

winning bidder based on lowest cost.

The EIA storage report released on August 8, 2013 indicated that as of August 2,
2013, total U.S. amount of gas in storage was 2,941 Bcef (72% full), which was 297 Bcef
lower than the previous year and 20 Bcf higher than the five-year average. Duke Energy
Kentucky’s storage with Columbia Gas was approximately Jjjj Bcf ] full) on August
8,2013.

The table below compares the futures price data for August 8th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay JJjjiil for base gas to be delivered April 1, 2014 through
March 31, 2016 at Columbia Gulf Mainline. Please note that PIRA’s and EIA’s forecasts
were not available for the entire period.

Price Forecasts NYMEX Futures Price Fixed
Month PIRA EIA High Low Close Price
Apr 14 BN | $3690| $3.634| $3.580 | $3.634
May 14 B | $3.630 | $3.665 | $3.523 | $3.658
Jun 14 B | $3.790 | $3.700 | $3.583 | $3.691
Jul 14 B | $3.960 | $3.747 | $3.600 | $3.724
Aug 14 N | $4.000 | $3.756 | $3.650 | $3.740
Sep 14 BN | $4.020 | $3.765 | $3.650 | $3.742
Oct 14 B | $4050 | $3.780 | $3.627 | $3.763
Nov 14 B | $4.190 | $3.864 | $3.725 | $3.849
Dec 14 BN | 54280 | $4.040 | $3.900 | $4.021
Jan 15 $4.127 | $3.988 | $4.111
Feb 15 $4.119 | $4.000 [ $4.096
Mar 15 $4.060 | $3.950 | $4.044
Apr 15 $3.898 | $3.800 | $3.875
May 15 v $3.907 | $3.858 ) $3.892
Jun 15 $3.922 | $3.850 [ $3.922
Jul 15 $3.955 | $3.900 | $3.955
Aug 15 $3.973 | $3.935 ] $3.973
Sep 15 $3.973 | $3.973 [ $3.973
Oct 15 $3.994 | $3.969 [ $3.994
Nov 15 $4.069 [ $4.000 | $4.069
Dec 15 $4.241 | $4.200 | $4.241
Jan 16 : $4.336 | $4.298 | $4.336
Feb 16 : $4.321 | $4.2851 $4.321
Mar 16 $4.256 | $4.220 | $4.256
2 Yr. Wtd. Ave. , $3.962 | $3.877 | $3.953 I
Winter 2013-14 Fixed Price with | — August 14, 2013

In addition to the “2 Year Fixed Price with Jiiill” discussed above, on August 8,
2013 a decision was made to convert 1,000 Dth/day of FOMI base gas to a fixed price at
Columbia Gulf Mainline for November 2013 through March 2014. In accordance with
the Asset Management Agreement, the Asset Manager must be contacted first to
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determine their interest in providing gas during the Agreement’s term. However,
initial price seemed high, so Duke Kentucky contacted il and also

allowed Jto refresh their bid. I rcViscd bid was and I
bid was il and I bid was accepted.

Duke Energy Kentucky’s storage with Columbia Gas was approximately JjjBcf
QI full) on August 14, 2013.

The table below compares the futures price data for August 14th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay [l for base gas to be delivered November 1, 2013 through
March 31, 2014 at Columbia Gulf Mainline.

Price Forecasts NYMEX Futures Price Fixed
Month PIRA EIA High Low Close Price
Nov 13 B | $3.790 $3.517 $3.433 $3.487
Dec 13 | $3.930 $3.695 $3.615 $3.669
Jan 14 ] $4.030 $3.787 $3.711 $3.761
Feb 14 $3.970 $3.782 $3.710 $3.761
Mar 14 $3.840 $3.750 $3.685 $3.725
Weighted Ave. $3.912 $3.706 $3.631 $3.680 | NN |

1 Year Fixed Price with Jjjjj— February 21, 2014

During the hedging meeting on February 20, 2014, discussion focused on current
market conditions (continued run-up in prices), current weather forecasts (extended
extreme cold), storage levels (including estimate of 1.1 to 1.2 Tcf balance by March 31,
2014), various analysts’ projections, challenges of refilling storage as well as EIA’s
forecasts for Supply and Demand of the Natural Gas markets and Oil prices. Discussed
the current hedging position for Duke Energy Kentucky. Significant discussion took
place regarding the run-up of prices for the Summer 2014 and Winter 14/15 strips while
pricing for the remaining strips in the Hedging Program were flat. Based on the
discussion, a determination was made to hedge additional volumes for November 2015—
October 2016. Three suppliers were contacted to determine interest in providing a Fixed
Price deal forfjjjjjjjjij Dth/day at Columbia Gulf Mainline. Jjjjwas the lowest bidder at
. vith B and N bidding I and [ respectively. The fixed
price with JJJjj was selected as the lowest bid.

The EIA storage report released on February 20, 2014 indicated that as of
February 14, 2014, total U.S. amount of gas in storage was [JJiliB<{ il full), which
was 975 Bef lower than the previous year and 741 Bef lower than the five-year average.
Duke Energy Kentucky’s storage with Columbia Gas was approximately [JiiB<f (NIl
full).
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The table below compares the futures price data for February 21st with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay Jjjjj for base gas to be delivered November 1, 2015 through

October 31, 2016 at Columbia Gulf Mainline. Please note that EIA’s forecast does not
cover the entire term, and PIRA’s forecast only goes out to December 2014.

Price Forecasts NYMEX Futures Price Fixed
Month PIRA EIA High Low Close Price
Nov 15 $4.290 $4.062 $4.051 $4.062
Dec 15 $4.390 $4.245 $4.230 $4.243
Jan 16 $4.400 $4.396 $4.396
Feb 16 $4.370 $4.368 $4.369
Mar 16 $4.311 $4.311 $4.311
Apr 16 $3.945 $3.941] $3.941
May 16 ' $3.951 $3.951 $3.951
Jun 16 $3.975 $3.975 $3.975
Jul 16 $4.001 $3.993 $4.001
Aug 16 $4.016 $4.008 $4.016
Sept 16 : . $4.013 $4.007 $4.013
Oct 16 $4.041 $4.035 $4.041
Weighted Ave. $4.111 $4.105 $4110 | OO |

Winter 2014-2015 Fixed Price with il — March 28, 2014

During the hedging meeting on March 27, 2014, discussion focused on the
fundamentals of the market such as weather, storage levels, PIRA and EIA price
forecasts, analyst’s forecasts of supply and demand and the impact on gas prices,
economic influences on supply, demand and technical analysis on Summer and Winter
Strip prices and current position in the Hedging Program. Discussion focused on the
Winter 2014-2015 strip, with significant discussion around the low storage level (below
0.9 Tcf which is the first time in 11 years that the level is below 1.0 Tcf) with 10 days in
the withdraw season still to be reported, and the expected below normal weather for the
next 6 to 10 days. After discussion, it was determined that additional hedging should
take place and the suppliers should be contacted to determine interest in Fixed Price
transactions for the Winter 2014-2015 (Jjjjjij Dth/day). Three suppliers were contacted
to provide simultaneous bids. |Jlfwas the lowest bidder at ], with ] and

I bidding J and il respectively. The fixed price with ] was selected
as the lowest bid.

The EIA storage report released on March 27, 2014 indicated that as of March 21,
2014, total U.S. amount of gas in storage was 896 Bcf (22% full), which was 899 Bef
lower than the previous year and 926 Bcf lower than the five-year average. Duke
Energy Kentucky’s storage with Columbia Gas was approximately Jjjjj Bcf (i full).

The table below compares the futures price data for March 28th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay ] for base gas to be delivered November 1, 2014 through
March 31, 2015 at Columbia Gulf Mainline.
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Price Forecasts NYMEX Futures Price Fixed
Month PIRA EIA High Low Close Price
Nov 14 $4.360 $4.600 | $4.589 | $4.589
Dec 14 Il $4.400 $4.715 $4.700 $4.700
Jan 15 $4.330 $4.839 | $4.768 | $4.780
Feb 15 BN | 54260 | $4.750 | $4.733 | $4.733
Mar 15 $4.110 $4.657 | $4.605 | $4.620
Weighted Ave. $4.292 | $4.712 | $4.679 | $4.684 |
Effect of Hedging Program on Gas Costs
The effect of the hedging activity on gas cost can be determined by comparing the
price paid for any hedged gas with the published Inside FERC First of Month Index
(FOMI) for the delivery point where physical delivery of the hedged gas was received
(Columbia Gulf Mainline). The hedged price includes the basis from Henry Hub to the
point of delivery. This analysis shows that for the 12 months ended March 31, 2014 gas
costs were about [Jjjjjjj million higher when comparing the hedged price with the FOMI at
the time of physical delivery than they would have been if no hedging had taken place.
The following tables list each package of hedged gas and the impact on the total gas cost
resulting from that hedge.
Summer Season 2013
Hedged IFERC Cost
Total- | Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth _(Savings)
April
: Fixed .T—- CGT-M | I | I
Fixed BN | BN CGTM N | I
May
: Fixed NN | WSS | CCTM | N | EEN | ——
Fixed BN | B CGTM N | e I
June
: Fixed BN | W | CGTM | mm | W _
Fixed BN | BN CGTM I | N - |
July
= Fixed BN | BN | CGTM | NN | I
Fixed B | BN CGTM I | B I
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Summer Season 2013 (Continued)
Hedged IFERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)
[August
Fixed N | mEm [ CGTM | mumm | mm —
Fixed B | W | cGT-M T
September
Fixed | mem [ CoTM [ | wm | e
Fixed | e (o™ [ | e [ s
October
Fixed [ CGTM [ | e | —
Fixed o | mem [CoTM | mmmm | wew | —
Season Total _
Winter Season 2013-2014
Hedged IFERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day | Dth Point $/dth $/dth _(Savings)
November
Fixed sl
Fixed | mew | CGTM | —
Fixed B | e | CGT-M | | mam —
Fixed BN | W | CGTM | mumm | mmm _ —
December
Fixed BN [CGTM | | mum
Fixed mem | e [CGTM | mmmm | wmm =
Fixed | W [ CGT-M | | mm —
Fixed A EEar—il —
anuary
Fixed BN | B [ CGTV | pumm | mmm _
Fixed | mm [ COTV | mmmm | mmm _—
Fixed NN | WEEm [ CCTM | mumm | wmm I
Fixed NN | BN [ CGT-M | NNNEN | NEN | RS
February
Fixed | e [CGTV (mmmn | | oe——
Fixed [ CGTM [ mmmm | | e
Fixed AT I
Fixed B | RmEm [ CGTM [ mmmm | w | e
March
Fixed [ B (CGT-M  m | e
Fixed B | CGTM _-_;]
Fixed | mem (CoTM [ mmmm | [ a——
Fixed BN | o [ CGTM | mmmm | mw
Season Total =

Due to the mechanics of the Gas Cost Adjustment (GCA) Clause, the effect of the
hedging program on the gas cost portion of customer’s bills will occur in stages. The
Expected Gas Cost (EGC) component of each GCA included estimated gas costs based
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on a combination of hedged gas and gas at estimated market prices. Absent the hedging
program, the EGC would have been calculated on market prices alone. The Actual
Adjustment (AA) component of each GCA also includes the effect of the hedging
program reflected in the actual gas costs, which are compared to GCA revenues to
calculate the AA.

When the monthly EGCs were calculated, the forecasted natural gas requirements
were priced out based on the weighted average of known hedged prices and the NYMEX
futures price on the day that the calculation was performed. To determine the impact of
the hedging program on the EGC, the hedging transactions were removed from the
original calculations to determine what EGC would have been filed if no hedging had
taken place. This effect may differ from the ultimate impact on the GCA once actual
costs are known and flow through the AA.

The following table shows the effect that hedging had on each separate GCA rate
for the 12 months ending March 31, 2014. The prior year’s hedging program continues
to affect the AA portion of the GCA through August 31, 2013. Likewise, gas costs
during the 12 months ended March 31, 2014 will continue to affect the AA portion of the
GCA through August 31,2014. A negative sign means that the rate was decreased due to
the hedging program, and a positive indicates that the rate was increased. Rates are in
dollars per ccf.

Month Impact on EGC Impact on AA * Impact on GCA
April 2013 +$0.0205 +$0.0042 +$0.0247
May 2013 +$0.0209 +$0.0042 +$0.0251
June 2013 +$0.0320 +$0.0135 +$0.0455
July 2013 +$0.0354 +$0.0135 +$0.0489
August 2013 +$0.0416 +$0.0135 +$0.0551
September 2013 +$0.0551 +$0.0098 +$0.0649
October 2013 +$0.0344 +$0.0098 +$0.0442
November 2013 +$0.0238 +$0.0098 +$0.0336
December 2013 +$0.0124 +$0.0074 +$0.0198
January 2014 +$0.0033 +$0.0074 +$0.0107
February 2014 +$0.0029 +$0.0074 +$0.0103
March 2014 -$0.0075 +$0.0043 -$0.0032

*Includes impact on AA from previous year’s hedging activity.

To determine the ultimate effect on the price paid by customers subject to the
GCA, the total difference in gas cost due to the hedging program was divided by the
annual total Ccf used in the calculation of the EGC as part of the GCA filing effective
March 1, 2014. Based on this calculation, GCA customers will pay approximately
I/ Ccf more than they would have paid absent the hedging program for natural gas
purchased between April 1, 2013 and March 31, 2014, as shown below:
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Effect of Hedging Program on Volatility

The hedging program increases costs when market prices are relatively low and
decreases costs when market prices are high. This provides prima facie evidence that the
hedging program meets its stated goal of reducing the volatility in gas prices and
providing some protection against extremely high prices. Based on a more statistical
definition of volatility, the hedging program reduced the standard deviation of the
average commodity cost of gas by JJjjjjjjj/dth over the 12 months ended March 31, 2014.

Actual Average Commodity Cost of

Estimated Average Commodity Cost of
Gas (Includes Hedging) :

Gas Without Hedgin

Cost/
(Savings)

Commodity
Cost

Wet.
Avg.

Commodity
Cost

Wgt.

Dth Dth

Apr-13

May-13

Jun-13

Jul-13

Aug-13

Sep-13

Oct-13

Nov-13

Dec-13

Jan-14

Feb-14

i
I

Mar-14

Standard Deviation

LTS

Reduction in Standard Deviation

JHITTHIHT

Weather Analysis

The table below lists heating degree days for November 2013 through March
2014 compared to normal.

Nov Dec Jan Feb Mar | Total
Normal Heating Degree Days* 572 928 1,029 855 622 | 4,006
2013/2014
Heating Degree Days 703 915 1,272 | 1,021 782 | 4,693
% Colder (Warmer) than Normal 23% | (1%) | 24% 19% 26% | 17%

* Based on 10-year average 2004-2013.

Summary

Due to the extreme cold weather during the Winter of 2013/14, gas prices spiked
resulting in gas cost savings for February and March 2014. Although annually the
hedging plan increased gas costs overall, the hedging strategy was in place to provide
protection against extreme prices and reduce volatility. The hedging program was
successful in reducing the impact of volatility on the GCA by 19%. While no purchasing
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strategy or plan could guarantee saving every month, especially when weather, national
storage levels, drilling activity and the economy are constantly applying pressure to
natural gas prices, the hedging plan did achieve its stated goal of reducing volatility and
insulating GCA customers from extreme price increases.
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Attachment A

Information Reviewed at Hedging Meetings
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Hedging Program
Markst Indicators Summary
April 18,2013
Price Page
Pressure| 1™ Comments Ref
Weather
NOAA predicting above average temperatures for April 2013--June 2013
+—>
Long Term Forecast (Apr 13—June 13) Long for the majority of CONUS. 12
May is predicted to be 1.1% warmer than normal based on 10 year
Mid Term Fo +“—>
erm Forecast (30-60 days) Long normals and June weather is predicted to be 6.4% warmer than normal. 13
Below and Much Below temperatures moving East during the period being
hort Ti +—>
Short Term Forecast (6-10 days) Short pushed by Above and Much At on the West Coast. 14
WS predicts above-average hurricane season with 16 named storms
Troplcal Storm Activity T Short |which is 4 named storms above a normal season. Season runs historicatly
from June 1 through November 30.
Storage Inventory
Storage injections for the week ending April 12th were 31 Bef. Storage
EIA Weekly Storage Report <+— | Long levels are at 1,704 TCF which Is 31.8% lower than last year and 4.2% 15
_ lower than the 5 year average.
industry Publicationa
PIRA Eneray Gro GAS PRICE SCORECARD: Gas Price Outlook for April 2013—October
Winter 2015/14; S % | Long [2013 "Bulish*. Bulish fundamentals Inciude Canadian 1617
Summer 2014: SN Production/Exports, US Storage levels, Industrial and
. Resldential/Commercial Demand.
Based on 2013,2014, and 2015 spreads 2015 presents buying
opportunities because 2015 Is undervalued. Drivers of price increases:
1.83 Bef draw in March due to March weather, flat production, lower
Gas Dally-Gas Price Predictions l Long limports, higher industrial demand, freeze-offs and Infrastructure 18-18
bottlenecks. Wells Fargo-$3.71 up 11%, Morgan Stanley-$3.66 to $3.93,
Raymond James-$3.25 to $3.85, Goldman Sachs--$4.40 up 17%
Gas demand for power up 80% by 2040 to 40 Bcf/d dus to coal plant
retirements and gas prices. Strong Injections to erase deficit by Nov. 1stto
l 3.8 Bef to 3.9 Bef which would equal 2012 and be above the 5-year
M average. Due to strong expected injections Paribas expects a significant g
Gas Dally-Miscellaneous Information Long setback in prices during the 2nd quarter. Shell and TravelCenters to 20-21
develop LNG fueling network. NGV's to capture 2% of transportation
market by 2025. However, this demand is modest compared to the power
sector.
Pomrmnm Agencles
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.523/MMBtu
Winter 2013/14: $2.610 3 | Long |for 2013 and $3.603/MMBtu for 2014, EIA has increased its price for 22
Summer 2014: $3.543 2013 by $.12 and decreased $.03 for 2014,
Technical Analysis
Winter 2013-14 Strip Chan ? | short |Closed at $4.45 23
Summer 2014 Strip Chart * | short |Closed at $4.14 24
Winter 2014-15 Strip Chart ¢ | shon|Closedat$4.95 25
Summer 2015 Strip Chant <+—» } Short |Closed at $4.21 26
Winter 2015-16 Strip Chart <+— | Short {Closed at $4.53 27
Summer 2016 Strip Chart <+— | Short [Closed at $4.30 28
Economy
EIA projects total natural gas consumption will average 70.3 Bef/d in 2013
Demand <— | Long |and 70.1 Bcf/d in 2014. Increased usage for residential and commercial 29
space heating being offset by declines in power generation,
Total marketed production will increase from 69.1 Bef/d in 2012 10 69.3
Supply <«—>» | Long |Bcf/din 2013, and 69.4 Bef/d in 2014. EIA expects end of season level at | 29
about 1,687 Bet,
" EIA expects Brent crude to average of $112 per barrel for 2012, $108 per
Ofl Market b | ong [Samerin 2013, and $101 per barrel in 2014. 2

Mesting Minutes: 428 Annex Conference Room - 1:00 pm
Attendees: Jim Mehring, Jeff Kem, Mike Brumback, Joachim Fischesser, Steve Niederbaumer

Reviewed fundamentals such as weather (current to L/T forecasts), storage ievels, industry publications, governmental agency, technical analysis
and supply and demand fundamentals. Discussed the Ohlo and Kentucky Hedging Programs Inciuding the addition of the 2015/2016 Winter
season. Significant discussion took place regarding the recent run-up in NYMEX pricing (17.1 cent increase for May 2013 after a 31 Bcf injection--
34 Bef estimated) and the volatility In pricing. Dus to concerns about volatility 8 decision was made that if prices for the November 2013—October
2015 strip increass by 10% prior to the next scheduled meeting we will effectuate a hedging deal for that period-

I Ottvd for Kentucky.




Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 04/16/13

:,.DecA2 . . Jan13 - - Feb13 . Mar-13. . -Apr-13 May-13 Jun-13 Jui-13 Aug-13 Sep-13 Oct-13
Load Forecast LT L TV
City Gate Load Forecast {Mcf)
TCO FSS tnjections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dthidsy)

Total Hedged (dth)

Types of Hedqin 1
Fixed Price
Price Caps
No-Cast Coliars

[Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonsl % of System Supply

Amt with Stora City Gat
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (inci. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

J11dNd H0day [enuuy $10T
081-Z10Z *ON 58D DSdAM
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Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 04/16/13

Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

Load Forecast
City Gate Load Forecast {Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wtthdrawals (Mcf)
Other "Withdrawals® (Mcf)
Totai Withdrawals (Mcf)

Total Hedged (dih/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hed with St e Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

211dNd Hoday jenuuy $107
081-210Z "ON 958D DSIAN
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Duke Energy Kentucky
Hedging Program - Current Position

November 2014 - October 2015
As of 04/16/13
Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15

Load Forecast
City Gate Load Forecast (Mcf)
TCQ FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

T8D

Total Hodged (dthvday)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Caollars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

t Hed! with St O ity Ga
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)

Total {incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type o ct 1S 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 04116113

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16

recast
City Gate Load Forecast {Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS wrthdrawals (Mcf)
Other “Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amo!
TBD
78D
78D
Total Hedged (dthvday)
Total Hedged (dth)

Iypes of Hedging Products (1)
Foed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estmated System Supply (Gross)
Hedged % of System Supply
Sessanal % of System Supply

d with St Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxmum percentage ailowed pef type of hedging product is 25% for Winter months and 40% Summer months.

JI1d0d Hoday [enuuy $10T
081-T10T 'ON 358D DS
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4/16/2013

Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (10/31/13)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/da
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas
Excluding Storage Gas

Includlnlswra e Gas
|Target Levels By October 31, 2013

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2014

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Wlnterrmll 5

[Target Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Qct-15
Summer 2015
Target Levels By March 31, 2014

Nov-15

Dec-15

Jan-18

Feb-16

Mar-16

nger 15/18

[Target Levels By October 31, 2013

Apr-18
May-16
Jun-16
Jul-18
Aug-16
Sep-16
Oct-16
Summer 2016
Target Levels By March 31, 2014



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
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TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closlng Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
(08/09-12/13) | (2012-2013) 22-Mar-13| 9-Apr-13 | 18-Apr-13 Ohio  Kentucky
May | $506 | $2.04 $3.460 | s$a.187
dun | $527 | $243 $3.450 | $4.217
duly | $5.78 | $2.77 $3.500 | $4.262
Aug | $495 | $3.01 $3510 | $4.201
Sep | %428 | $263 $3.480 [ $4.299
Oct | $4.36 | $3.02 $3.500 | $4.295
Nov | $4.21 $3.47 $3560 | $4.356
Dec | $4.54 | $3.70 $3.660 | $4.500
Jan | $452 | $3.35 $3.720 | $4.600
Feb | $399 | $3.23 $3.630 | $4.573
Mar | $3.71 $3.43 $3.480 | $4.472
Apr | $358 | $3.98 $3.390 | $4.125
12MonthAvg  $4.52 $3.09 $3.528  $4.348
Summer Average $3.470 $4.239
Winter Average .$3.610 $4.500

———

1
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WEATHER SERVICES

\

EarthSat 30- -60 Day Outlook

T"‘“v’ o
Updntcd' B B
Apr 17,2013

-»so-+30to+4sm+20to+zs -+10(o+1 9

[J-0.9t0 0.9

Warmer in the Southwest

Cooler Midwest/Northeast

The May outlook tumed cooler this week across the eastem half and
warmer in the weslem half with aboves trimmed back in the Midwest
and the Easl and belows limiled to west-centrel Canada. Part of these
changes comes from a cooler than anticipated start to the month over
the eastam half whils ongoing ridging out West starts the month off a bit
warmer than nommal. As we lose the +AO/+NAQ/-WPO comblination that
Is partiafly responsibie for the end of April setup lhe pattam Is expected
to fall back closer to the lock of a +AMO/-PDO with milder conditions
spreading out of the South and into the East and the Great Lakes while
the West tumns cooler, But as we discussed in yesterday's Editor's Notes
when leaving a simitar March/April pattern like this year a +AMO/-PDO
combo has tended to yleld cokier May conditions in the upper Midwest
and Northeasl. which may be a risk to the forecast.

E11.0t0-1.9 --20to-29 - -3.0to -4.9 - <-5.0

Forecast remains unchanged

Strongest heat still in
West Texas

The June forecast remains unchanged for another week with
widespread heat from the southem Rockies inta the Plains, Midwest,
and pari of the Easl. The -PDO/+AMO are still the main pattem drivers
of this forecast, and as we mentioned in yesterday's Editor's Notes the -
PDO/+AMO combination in a cold Spring season tend to yleld warmer
June pattemns across the central US. Heal may be enhanced by
drought conditions in the Plains, Rockies, and Southwest, Drought has
decreased over the past month (and more so over the past six months)
in parts of the Midwest and Southeast, becoming lass of a factor in
those areas with regards lo enhanced heat risks.

*10Y Normal updated to ‘03-12

May PWCDD** Forecasts *10Y Normal updated to ‘03-12 ] |Jun PWCDD** Forecasts
10Y Normal*  115.7 10Y Normai*  239.7
May 2013 Fcst:] 117.0 [ovNormal 1044 | lJun 2013 Fest:| 255.0 [sovNomal 2261
- May-2012 150.4 Jun-2012 250.9
GWHDDS: 150 (30 yrnorm 183 O aN89: =3 eniayonul Popuation Weighted CODs No Change ... euonu Popuiaton weghved CODY

oK. . by
i lorecasl for Apnl 17-30 and me venrcahon 01 Apnl 1- 16 sml shows
L strong cald'in the Rockies, Plaing. and Midwest and varmth in the West: ‘and part of -
2 the Easl. The magnitude of lhe warmth in me Mid-Atlantic and the West and the .~
zz cold in the Rockies, Plains. and northwestern Midwest is stronger than that sho
y thé-forecast. but the final 30 Day outlook still does show a somewhat similar;
verall pattern. If the combined verit+forecast for April i cormect it would yield 364
’ nauonal GWHDDs colder than the 10-year and 30-year normals and coldest since*
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6-10 Day Forecast—Detailed %')yﬁﬂA

‘Meteorologist: PV/AC'  WEATHER SERVICES

*Central U.S. Controlled By Colder Anomalies*
*Warmth Holds Strong Over West Coast*

Some pattern uncertainty within the latter part of the peniod has
brought down confidence a touch by late period. Strong cold
remains on track for the Central U.S. through the first half of the
period under the influence of troughing and strong high pres-
sure over the region. Movement of the colder air eastward is
shown by late in the period but with diminishing impacts. The
East Coast general holds the greatest risk throughout much of
the period with the mid-penod potentially coming in warmer
even after some warmer changes compared to yesterday. The
West Coast continues to hold abundant warmth but some un-
certainty in an upper level low into southern Cail and the Desert
SW brings some slightly lower confidence.

Previous
Ny

P

Y

e

Previou

<

Forecast Confidence: 4

ES A +3F to +4F M A +5F to +7F M MA +8F to +14F Bl SA +15 or Higher
B -3F to 4F B-5Fto -7F I MB -8F to -14F I SB -15 or Lower

MDA Information Systems LIC 820 West Diamond Ave, Suite 300, Gaithersbury, MD 20878
Tel 240-833-8300 Fax 240-833-8301 www.mdaus.com 02015 (029000000102 pdf—Version 2.3]




Weekly Natural Gas Storage Report - EIA

| YOy ¥

efa-’ U.S. Encrgy Information

Administration

Weekly Natural Gas Storage Report

lor week ending April 12.201) | Releesed Autd (2. 20330110 30 am | Next Release: Apnd 75 18

Summary text  CSV  JSNWorking gas In underground storage, lower 48 states

Hislorical Comparsons

Stocke Yosr ago S Yoar average
bilion cubic feet 1BchH {04/12/12) {2008-2012)
Reglon 04/(2/13 040813 change {8en % thange (Ben % change
East 665 646 19 1,101 196 758 123
Wwest 336 337 - 57 59 269 249
Producing 703 €90 13 1.039 <323 751 64
St 19 168 11 259 <309 140 218
Nonsalt 524 522 2 m 329 81t 14,2
Total 1,704 1873 3t 2488 318 1,778 -4.2
Summary
Working gas  storage was 1,704 Bct as of Frday. Aprii (2. 2013, ing to EIA st This rep! 3 & net

increase of 31 Bet from the previous wesk Siocks ware 794 Bef less than lagt year ai Uus lime and 74 Bel balow the S.
yea! average of {,778 Bet In the East Region, slochs ware 93 Bel below the § year ge loflowng net injaclions of 19
Bet. Stocks in the Producing Nagion wers 48 Bef below the 5-yaar average of 751 Bet after a nat Ingaction of 13 Bet,
Stocks In the West Region wers 87 Bet above the 5 year sverage after a nel trawdown of 1 Bel. At 1,704 B¢l totat
working gas is within the 5 year hisioncat range
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PIRA
North American Gas Price Overview
Per MMBTU
March 22, 2013 Release

Jan-11 Jan-12 Jan-13 Jan-14
Feb-11 Feb-12 Feb-13 Feb-14
Mar-11 Mar-12 Mar-13 Mar-14
Apr-11 Apr-12 Apr-13 Apr-14
May-11 May-12 May-13 May-14
Jun-11 Jun-12 Jun-13 Jun-14
Jul-11 Jul-12 Jul-13 Jul-14
Aug-11 Aug-12 Aug-13 Aug-14
Sep-11 Sep-12 Sep-13 Sep-14
Oct-11 Oct-12 Oct-13 Oct-14
Nov-11 Nov-12 Nov-13 Nov-14
Dec-11 Dec-12 Dec-13 Dec-14
Average Average - Average Average
2011 2012 2013 2014
Summer Summer $ Summer Summer
2011 2012 2013 2014
Winter 2011-- Winter 2012- $ ‘Winter 2013- $
- 2012 2013 . 2014

/6
Hedging Meeting 4-18-2013 xlsx 4/16/2013 DIDA Drinnn
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North American Gas Forecast Monthly
March 22, 2013 NATURAL GAS

M

U.S. GAS PRICE SCORECARD: APRIL 2013 - OCTOBER 2013

Bearish Neidral Bullish

-

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www.pira.com 2
For authorized subscribers only. Copyright © 2013 PIRA Energy Group. All rights reserved.
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Price Projections

Calendar Spreads a Draw as Market Tightens—April 15

Seasonal spreads on the futures' forward curve have tighten and the spread between
calendar years 2013, 2014 and 2015 presents trading opportunities given that 2015 is
likely undervalued. Calendar 2015, currently at around $4.43/MMBtu on average, is

- relatively inexpensive compared with calendar year 2013. “Our fundamental analysis
suggests that the difference between the two calendar years should be substantially
wider in the longer run because balances are poised to tighten for the next three years.”
Balances should tighten to bring 2015 prices closer to $4.50/MMBtu. “We believe that
at current levels the spread between the calendar 2014 and 2015 price strips does not
fully reflect the tightening of balances in the two years, and recommend entering a
widening spread trade, selling calendar 2014 and buying calendar 2015 strips.”

Wells Fargo Hikes Gas Price Call 11% to $3.71/MMBtu—April 11

Citing March's cold weather and the impact on storage levels, Wells Fargo raised its
2013 price forecast 11% to $3.71/MMBtu. According to Wells Fargo, “Few producers
believe that the gas rally is sustainable, but many saw a great opportunity to layer on
additional hedges.” “Near term, based on our client conversations, consensus is that
natural gas is overbought and most are expecting a pullback in the near term.” Wells
Fargo expects prices to average $4.30/MMBtu in 2014 and $4.50/MMBtu in 2015.

Analysts Raise Prices After Frozen March Departs—April 9

Several analysts have raised their gas price forecasts citing the primary driver for price
increases was the huge 1.83 Bcf of storage withdrawals in response to March cold. The
first quarter 2013 draw was the largest during the last 10 years—400 Bcf above the 10-
year average.

Morgan Stanley increased their 2013 estimate from $3.66/Mcf to $3.93/Mcf, citing
March cold reducing storage and flat production.

Raymond James increased their 2013 forecast 18% from $3.25/Mcf to $3.85/Mcf.
“While weather has been a large component in rebalancing the gas market, other
factors have helped contribute to the gas storage reversal, including continued elevated
levels of gas burn versus coal by electric power generation, lower net imports from

1Q
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Canada, higher industrial demand, and impacts to supply from freeze-offs and
infrastructure bottlenecks.” Raymond James analysis differs from others in the fact that
they believe year-over-year gas supply growth will re-accelerate this summer due
mainly to Marcellus gas growth.

Prices to Rise, Tracking Production Costs—April 8

Cold weather in March aided by no production growth from US shales will cause prices
of $4.50/MMBtu in the second half of 2013 according to Goldman. This Is an increase
of 17% over the previous forecast. For the full year, Goldman predicts gas prices will
average $4.40/MMBtu. The cold weather in March, combined with the ongoing
tightening shift in the underlying balance due to structural demand growth against stable
production, means less than 1.7 Tcf in storage by the end of March. According to
Goldman, it will take $4.50/MMBtu prices or above to get producers moving rigs back to
the dry gas plays such as Haynesville.
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Miscellaneous Information

Gas Demand for Power to Double by 2040—April 17

Gas demand for electric generation in the US will increase by 90% to around 40 Bcf/d
by 2040 according to Exxon. That increase is the result of retirement of coal plants,
relative low cost of gas as well as increases in demand from residential, commercial,
industrial customers as well as LNG exports and LNG as a replacement for diesel.

In 2008, Southern Company burned about 78 million tons of coal compared with 42
million tons in 2012. Meanwhile, Southern used 200 Bcf of natural gas in 2008
compared to 588 Bcf in 2012. “Our coal-based energy has dropped in haif and our gas-
based energy has tripled in a four-year period.”

Summer Injections May Erase Deficit—April 12

For the week ending April 5, 2013 EIA reported a deflcit of 804 Bcf from a year ago and
a 66 Bcf deficit from the 5-year average. Some analysts predict that strong injections
will wipe out the year-over-year deficit by November 1 lifting inventories to around 3.8
Tcf to 3.9 Tcf by November 1 which is on par with last year and above the 5-year
average.

“We anticipate that the industry will significantly trim the current year-on-year storage
deficit by mid-season, resulting in a significant setback in prices during the second
quarter” According to BNP Paribas. Bentek expects a storage level of 3.8 Tcf by the
end of the season and Barclays expects the ending inventory to be 3.9 Tcf.

Jefferies and Company provided a lower estimate of 3.67 Tcf but they expect gas prices
to fall from the current $4/MMBtu level back to low $3.00s/MMBtu. “The recent gas rally
was caused by a deliverability crisis, and gas should fade back to the coal displacement
orbit when the withdrawal season ends.”

Shell, TravelCenters to Develop LNG Fueling Network—April 16

Shell and TravelCenters announced plans to develop a nationwide network of LNG
fueling centers for heavy-duty trucks at about 100 locations along the interstate highway
system.
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NGVs May Capture Just 2% of Market by 2025—April 12

NGV’s are expected to capture 2% of the overall US transportation market by 2025
despite cost and environmental advantages over cars and trucks fueled by diesel and
gasoline. The transportation sector's natural gas demand is expected to grow from 57
Bef in 2013 to 711 Bef in 2025.

Under the most optimistic scenario, roughly 2.4 million NGVs will be on the road by
2025, of which 480,000 will be heavy duty trucks. “Most people seem to think the
vehicle section will be just a big gas hog but growth in the use of NGV's is just going to
happen a lot more slowly. Compared to the demand for gas from the power sector, or
even manufacturing, it will be pretty modest.”
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
April 9, 2013 Release
Jan-11 4.49 Jan-12 2.67 Jan-13 3.33 Jan-14 3.72
Feb-11 4.09 Feb-12 2.50 Feb-13 3.33 Feb-14 3.63
Mar-11 3.97 Mar-12 2.18 Mar-13 3.81 Mar-14 3.48
Apr11 4.25 Apr-12 1.95 Apr-13 3.68 Apr-14 3.39
May-11 = 4.31 May-12 =~ 243 May-13 3.46 May-14 3.45
Jun-11 4.55 Jun-12 2.46 Jun-13 3.45 Jun-14 3.56
Jul-11 4.42 Jul-12 2.95 Jul-13 3.50 Jul-14 3.53
Aug-11 4.05 Aug-12 2.84 Aug-13 3.51 Aug-14 3.58
Sep-11 3.90 Sep-12 | 285 Sep-13 3.48 Sep-14 3.61
Oct-11 - 356 Oct-12 332 Oct-13 350  Oct-14 3.68
Nov-11 3.24 Nov-12 3.54 - Nov-13 3.56 Nov-14 3.74
Dec-11 | 3.17 Dec-12 334  Dec-13 366 . Dec-14 3.87
Average @ ' Average J ‘Average . Average . ,
2011 $ a.000, 2012 § 2753 2013 - § 3.523 2014  § 3.603
Summer Summer . Summer . Summer ,
o011 1§ 4149, 2012 | S 2686 o013 S 3511 T, § 3543
Winter2011- ¢ - Winier2013: , .. Winter2013 . _ .
2012 $ 2752 2013 .3 3470 02T S 3.610
jedging Meeting 4-18-2013.xisx - 4/15/2013 EIA Prices

)
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Winter Strip Nov13 - Mar14

Nt
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$6.00
$5.00

Page 31 of 325
b 7 iTa - -
St 1 €102/€/b
:.k[
1 eLoz/e/e
gra
oy + €102/€/2
;{'1“— + €102/e/t
F
w il zLoz/elzL
tu .
L 2102/¢/11
W | zL0ze/01
R
."n T 3103/6/6
L
-».‘g' fziozier
i 1 2102/E/L
s
o 1 2102/€/9
v, L2106 [
wot®? 8
?n T 3103/3/7 ?
e
v i’ 1 2102/l §
B +2102/8/2
s a8 w‘_.‘- -‘g=)
J;‘? 1 2102/E/L T
T 1 rioz/e/zt
+ LLo2/e/LL
t LhoZ/E/0b
-+ 1102/€/6
| 1102/E/8
+ b1og/e/L
1 1102/€/9
1 1102/€/5
1 1102/
T L102/E/E
| 1102/8/2
L 102/E/L
Q (o] Q o o
rs} <] 0 =1 rs!
b3 b3 2 2 3

up/s



Summer Strip 2014

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 32 of 325

®
»
f
L ¥
"k‘.
%
it
‘.‘n.
s,
ot
“
DL.
‘:"‘E'
[
u!..t-;'
l.’.l
W,
r
’
o
k'.*'
ut??
l.‘J..
v,
“, ' * ..:.
N
wtr
o
o -"Jh
l?‘:
| } -" oef
1
é
.e’_" ¥
..'."
_'5-
% r
)'
w .
'\2
r"r
1 ] !:
"
s .:-:.:. .
‘@
|':‘
P
——— S
a h's a
wp/$

| eroz/e/p

+ €102/e/e
- €102/e/e

L e102/e/1
t zloz/erzl
1 2102/E/11
1 2102/E/01
1 2loz/ele
- 2102/c/8

]

3

- 2102/6/L
+ 2102/€E/9

1 ¢loe/e/s
- 2log/Ely
- 2102/e/€
-+ cloz/ele
- 2L02g/e/L

b

—

High Low -Close

b

1 1ozrerer
+ 1L0Z/E/ L
- L102/E/0L
. 1102/5/6

3

L L102/E/8
4 1102/€/L
1 1102/8/9

3

| 11oe/els
t Lioz/ety
1 HI02/E/E
{ Li02/€r2

LLo2/e/1

$2.50



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Winter Strip Novi4 - Mar15

$6.50

Page 33 of 325
. _
?.* 1 eLoz/ely
."“-‘_ 1 eLo2/e/e
[ ' ]
X4 L elozer
«r.,‘“
B2 L erozen
by
e 'ft + eLoz/elel
A
',&"' + 2102/E/1)
T, - Z102/e/0L
u:"::.‘. 1 Z102/€/6
o8t
iy ¥ 1 zL02/8/8
""\:... J + 2102/e/L
a,f' 1 z102/8/9
3 o
.| 1 2102/e/s 2
et 3
‘}.n -+ 3 lOZ/e/b (.J
o -L.
o > reoeiee | 2
oy 1 2102/ere
Ve L :é
4'.': i L zLo02/e/1 I
i
f,;. ! + L1o2/ere
vl Lirozent
d
" 1 1102/8/01
?
TN 1 1102/E/6
5.-" 1 11028
R
1,&' 1 1102/8/2
4
Ko 1 1102/E/9
T
'}"’ + LL02/e/s
w8l 1 Liozfely
o
* - LLo2/e/e
’.ﬁ 1 1io0z/efz
A LLOZ/E/
[ ] (o] [ ] (=] Q (=] (=] (=]
=] ] S n 5] 0 <] n
8 2 ! b4 3 2 2 o
wp/s

25



Summer Strip 2015

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 34 of 325

$6.50

\"m'v':"

Ko *
Py J -
-
- . g - -
“-'.;“\. =3

:7
<

-+ EL02/E/Y

- €102/E/E
+ €10g/ele

+ EL02/E/L
T cLoz/efet
+ CL02/E/L 1
+ etoe/e/ob
- 102/E/6

4

1 2102/€/8
T 2Loz/e/L
T 2102/E/9

T c10e/e/s
-+ clog/ely
+ cLoe/e/e
+ cloe/ere

High Low -Close

il

- 2Log/elt

1 1102/E/21
+ LL02/E/LL
+ 1102/€/01
1 L1o2/e/6
+ L10z/Er8
1 L1O2/E/L
+ 1102/6/9
- Lhoz/els
- LLoZ/ey

+ 1102/E/E
1 b102/e/2

+ Liozg/e/t

$2.50



Winter Strip Nov15 - Mar16

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

$7.00

Page 35 of 325
M
i' 1+ €102/EMV
' L glo0z/e/e
i (
" L £102/€/2
p . + EL0Z/E/L
")
,{f 1 2102/e/2)
.'\’ L 2102/E/L
[ ]
"L. | 2102/€/01
{)“
‘Js.'. + 2102/€/6
‘ 1 z102/6/8
*'. +eguoere/L
..\’. 1 z10z/e/9
%
., 1 zro2/e/s >
¥l 8
s +2l02er | O
N
e 2oz |
\‘ -
R 1 2Loz/e/e
' ot L
""' ' K=
{z { groz/e/t h
c;. . 1 110z/e/2s
oo "~
¥ 1 L102/e/L)
"”
;"" + LLO2/E/0L
¥y 1 1102/€/6
o,
% > + 1102/E/8
4,
J.i" | viozrere
o
.‘,' 1 1102/e/9
";" 1102/E/S
[} l‘
¢ .',.M - | LOS/E/Y
et T,
L}  110z/e/E
{ 1 1102/8/2
L ; L102/E/
a3 8 @ 8 8 8 8 8 8§
3 b3 a a 3 3 2 3 b

up/s




KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 36 of 325

—‘_ﬁ}*etoz/e/v
+ E102/6/E
1 EL02/E/2
1 €1L02/E/)
1 21oz/elel
+ 2H02/E/1 L
+ 2L02/E/01
+ 2102/E/6
+ 21L02/e/8
1 2102/E/L
L 2102/6/9

+ cLoe/el/s
T Lo/l -

+ eLog/e/e
+ chog/ele

- 2loc/e/L

b

Low -Close

High

-+ L102/E/et
- LLOC/E/LL

i

1 L102/E/0L
1 1102/c/8
1 LL02/E/8
1 LLOR/E/L
+ LLO2/E/9
1 110e/e/s
- LL02/EMY
+ LL02/ErE
- LL02/Ef2
L1L02/E/}

$3.50

$3.00
$2.50




KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 37 of 325

Independent Statistics & cAnalysis

i U.S. Energy Information
e a -~ Administration

April 2013

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption

EIA expects that natural gas consumption will average 70.3 Bcf/d and 70.1 Bcf/d in 2013 and 2014
respectively. Forecasts for closer-to-average winter temperatures in 2013 and 2014 (compared with the
record-warm temperatures in 2012) will lead to increases In natural gas used for residential and
commercial space heating. The projected increase in natural gas prices contributes to a decline in
natural gas used for electric power generation from 25.0 Bcf/d in 2012 to 22.9 Bef/d in 2013 and 22.8

Bcf/d in 2014.
U.S. Natural Gas Production and Imports

Projected natural gas marketed production increases from 69.1 Bef/d in 2012 to 69.3 Bcf/d in 2013, and
69.4 Bcf/d in 2014, Onshore production increases slightly over the forecast period, while federal Gulf of
Mexico production declines. Natural gas pipeline gross imports, which have declined over the past five
years, are projected to remain near thelr 2012 level over the forecast period. Liquefied natural gas (LNG)

imports are expected to remain at minimal levels of less than 0.5 Bcf/d in both 2013 and 2014.

U.S. Natural Gas Inventories

As of March 29, 2013, working gas stocks totaled 1,687 Bcf, which is 779 Bcf less than at the same time
in 2012, and 37 Bcf below the five-year (2008-12) average. EIA projects working gas stocks at the end of

this summerfs stock-build season {end of October) will reach 3,793 Bef, about 137 Bcf below the level a
the same time last year. :

Crude Qil Prices

EIA expects that the Brent crude oil spot price, which averaged $112 per barrel in 2012 and rose to $119

per barrel in early February 2013, will average $108 per barrel in 2013 and $101 per barrel in 2014. The

rojected discount of West Texas Intermediate (WTI) crude oil to Brent, which increased to a monthi
average of more than $20 per barrel in February 2013, Is forecast to average $14 per barrel in 2013 and
$9 per barrel in 2014, as planned new pipeline capacity lowers the cost of moving mid-continent crude
oil to the Gulf Coast refining centers.

29
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Hedging Program
Market indicators Summary
May 30, 2013
Price Page
Pregsure| 1°™ Comments Ref
Weather
NOAA predicting above average temperatures for August 2013—-October
Term Ft st --Octol
Long orecast (Aug 13 ber 13) T Long 2013 for the majority of CONUS. 12
June is predicted to be 2.2% warmar than normal based on 10 year
Mid Term Forecast (30-60 d - P ye
¢ ays) Long normals and July weather Is predicted to be 1.1% warmer than normal. 13
Above temperatures on both coasts with normal temperatures in the
hi F t +——>
Short Term Forecast (6-10 days) Short central portions of CONUS. 14
NOAA Indicates that the 2013 hurricane season will be *active or
extremely active.® 70% chance of the US experiencing 13 to 20 named
Troplcal Storm Activity T Short |storms, of which 7 to 11 could become hurricanes and 3 to 6 could
become major hurricanes. Season runs historically from June 1 through
November 30.
Storage Inventory
Storage Injections for the week ending May 24th were 88 Bcf, Storage
EIA Weekly Storage Report <« | Long |levels are at 2,141 TCF which Is 23.7% lower than last year and 3.9% 15
lower than the 5 year average. .
|industry Publications
PIRA Energy Gro GAS PRICE SCORECARD: Gas Price Outiook for May 2013--October
Winter 20?:/1 a: ue T ‘ Long 2013 *Neutral®. This month’s scorecard has been revised from Bullish to 1617
Summer 2014: Neutral. Fundamentals supporting this change Include Lower 48 Ges
* Production and Residential/Commaercial Demand.
Summer price forecast widely varying as anatysts iook at injections,
weather and reduced gas fired generation. Summer Strip forecasts: Cit
Gas Dally-Gas Price Predictions l Long |Futures—$3.25, Bank of America—~$3.50, Bentek—$3.40-$3.80, Wells 18
Fargo—$4.00. 75% of energy executives surveyed expect prices will
remaln stable In the $3 to $4/MMBtu for rest of year.
Jordan Cove Joins iist of 20 projects to export LNG. DOE can deny or
restrict exports to non-FTA nations If it Is considered contrary to public
Interest. Dow Is opposed to unlimited exports of LNG due to price
Gas Dally-LNG Exports T Long volatility resulting from new demand from large projects, power 1820
generators and LNG exports, DOE gives Freeport LNG project approval
to export LNG to non-FTA countries
Coal will retaln gains made In power generation market as a result of
increased gas prices. Summoer prices $1.50/MMBtu above last year's
price. Bentek astimates gas demand for power generation wlli drop 2.4 .
Gas Dally-Switching Coal to Gas ‘ Long Bel/d, EIA estimates gas demand will drop 2.18 Bet/d for the year. 2122
According to Bernstein Research, longer term the switch to coal fueled
genaration will not continue due to more coa! plants belng retired.
Government Agencles
Energy information Administration The projected Henry Hub natural gas spot price averages $3.795/MMBtu
Winter 2013/14: $4.010 l Long |for 2013 and $3.998/MMBtu for 2014. E!A has increased its price for 23
Summer 2014: $3.921 2013 by $.27 and Increased $.40 for 2014,
Technical Analysis
Winter 2013-14 Strip Chant t | short|Closed at $4.42 24
Summer 2014 Strip Chart $ | short [Closed at $4.23 25
Winter 2014-15 Strip Chart t | short|closed at sa.52 26
Summer 2015 Strip Chart f Short |Closed at $4.29 27
Winter 2015-16 Strlp Chart * | snort[ciosed ars4.6 28
Summer 2016 Strip Chart $ | short[Ciosed at$4.43 29
Economy
EIA projects total natural gas consumption will average 70.2 Bct/d in
Demand <+—> | Long |2013 and 69.6 Bel/d In 2014. Increased usage for residential and 30
commerclal space heating belng offset by declines In power generation.
Total marketed production will Increase from 69.2 Bef/d In 2012 to 69.9
Supply <+—> | Long [Bef/d In 2013, and 70.1 Bet/d In 2014, EIA expects end of season level 30
at about 3,796 Bef, about 134 Bef below last year's level.
‘ Brent crude to averaged of $112 per barrel for 2012. EIA expects Brent
crude to average $104 per barrei over the second half of 2013, and $101
Oll Market Long per barret In 2014, US crude oil output hits 21-year high, driven by 30
Bakken production.
Meeting Minutes: 4268 Annex Conferance Room - 1:00 pm
Aftendeos: Jeff Kern, Mike Brumback, Mitch Martin, Steve Niederbaumer
Reviewed fundamentals such as weather {current to L/T forecasts), storage levels, industry publications, governmental agency, technical
analysls and supply and demand fundamentals. Discussed the Ohlo and Kentucky Hedging Programs. Signlificant discussion took place
regarding analyst price prajections for the Summer Strip which Is considerably lower than current NYMEX pricing. A decislon was made not to
hedge additional volumes at this time because of the divergence In analyst projections and NYMEX pricing. Due to concerns about pricing
volatility(as discussed at the April 2013 meeting) a decision was made that If prices for the November 2013--October 2015 strip increase by 10%
prior to the next scheduled meeting we will effectuats a hedging deal for that period-MllDth/d for Kentucky.




Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 05/23/13

Nov;! 2

Dec-12 .. Jan13 - Feb-13. Mar-13 - Apr-13  May-13 Jun-13 Jul-13 Aug-13 Oct-13

Sep-13

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
_ Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other “Wnthdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedqed (dth/da

Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Price Caps
No-Cost Coliars

Embedded Hedged Cost
" Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedqged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

OI'1401d Moday [enuuy p107
081-Z10¢ *ON 358D DSJAY
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) Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 05/23/13

Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14

Jul-14 Aug-14 Sep-14 Oct-14

Load Forecast
City Gate Load Forecast (Mcf}
TCO FSS Injections (Mcf)
Totat Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other “Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
Fixed Price

Fixed Price
Fixed Price

Fixed Price
Total Hedged
Total Hedged (dth)

Types of Hedging Products (1
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total {incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Jr140nd 1oday [enuuy 107
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Duke Energy Kentucky
Hedging Program - Current Position
November 2014 - October 2015
As of 05/23/13

Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other “Withdrawals" (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedqging Products (1)
Fixed Pnce
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonai % of System Supply

Hedged (City Gate) (Dth)
Storage Withdrawal! (Dth)
Market (Dth)

Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Jr14nd Hoddy [enuuy $107
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 05/23/13

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
T8D
T8D
78D
Total Heaged (dth/day)
Total Hedged (dth)

Types of Hedging Products {1}
Fixed Price
Price Caps
No-Cast Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

{1) Maxamum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

O174dNd Hoday [enuny 10T
081-710T "ON 358D DSdAN
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/13)

Delivery Supply Total Required  Allowed

Month

Winter 13/14
Storage Gas

Excluding Storage Gas
ge Gas

lncludlng Stora

Dth/mo Dth/day Dth/mo dth/day dth/day

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14

[Target Levels By Dctober 31, 2013

Summer 2014

Target Levels By March 31, 2014

ng!er 14/15

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Dct-14

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15

[Target Levels By October 31, 2013

Summaer 2015

Targei Levels By March

Winter 15/18

Apr-15
May-15
Jun-15

Jul-15
Aug-15
Sep-15
Oct-15

Nov-15
Dec-15
Jan-16
Feb-18
Mar-18

{Target Levels By October 31, 2013

Summer 2016

Target Levels By March 31, 2014

Apr-16
May-16
Jun-18

Jul-18
Aug-186
Sep-16
Oct-16
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES  ##°/%
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA | NYMEX Hedged Prices
(08/09-12/13) | (2012-2013) 24-May-13) 7-May-13 | 30-May-13 Ohio Kentucky
dun | 527 | $243 $3.870 | $4.148 $
July | $578 | s2.77 $3.820| $4.168 $
Aug' | $495 | $3.01 $3.760 |  $4.184 $
Sep | $4.28 | $2.63 $3.710| $4.185 $
Oct | $436 | $3.02 $3.810| $4.189 $
Nov | $4.21 $3.47 $3.960 | $4.278 $
Dec | $4.54 $3.70 $3990 | $4.417 $
Jan | $452 | $3.35 $4.170 | $4.493| |s
Feb | $399 | $3.23 $4.030 | $4.482 $
Mar | $3.71 | $3.43 $3900 | $4.411 $
Apr | $3.58 | $3.98 $3.710 |  $4.170 $
May | $3.63 $4.15 $3.780 | $4.181 $
12 Month Avg $4.40 $3.26 $3.876 $4.276 s
Summer Average $3.780 $4.175
Winter Average $4.010 $4.416

11
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EarthSat 30-60 Day Outlook N STMDA

Wédnesday, May 29, 2013 wel j;',-_“ RS TSS/BH WEATHER SERVICES

W ; fo:{] Departure from 1981-2010 normal ('F)  [ii§4 i ; ‘ ToH Departure from 1984-2010 normal (*F) X
YA . X R Y &3 s . Y
N - !
Y
e
T, ;'._ ‘ ”_,'.--‘ PR
Updated: : {717 N Updated
May 29,2013 . N i P May 29, 20]3 :
>+5.0 Bl +3. Oto+49-+2oto +29 []+1.0to+1.9 ., 0,., [E1.0t0-1.9 Hl-20t0-29 Il -3.0to 4.9 - <50
. (1-09t00.9
Warmer in the Northeast and Warmer in the East
Southwest .
Still favoring warmth in
Cooler in the Midwest southern Rockies
Our final June monthly outlook features mixed changes, with warm The July forecast has warmed with more aboves now seen in the upper
adjusiments taking place in the West and Northeast, and some cool Midwest and Northeast. The forecast is stif primarily based upon long
changes from the Midwest to South. The net of these changes is no term -PDQ/+AMO signals and the drought in the Western haif of the
change to PWCDD expectations. Overall, variability looks to reign as it US. The ENSO 3.4 reglon has been held at -0.4C, and if it does cool
did often in May, limiting forecast confidence. The greatest area of further into La Nina territory it would favor warmth across the northern
confidence is in the Southwest, where drought conditions and tier as well. The CFS model favors warmth in the West and to a lesser
persistence favor heat. In the meantime, the ECMWF weeklies argue extent in the upper Midwest and Northeast.
for longer-ived cool conditions In the Midwest and East, though
potential decreasing trends in AAM might promote a return of warmer
themes over time. Drought has been eradicated from the Midwest and
precip has been above normal in many spots, which may lead to some
cool risk across the mid-continent,
Jun PWCDD** Forecasts *10Y Normal updated to *03-12] [Jul PWCDD** Forecasts *10Y Normal updated to ‘03-12
10Y Normal*  244.8 10Y Normal*  356.1
Jun 2013 Fest:| 250.0 [sovNormat 2308 | lgul 2013 Fest: | 360.0 [s0yNomat 3322
' Jun-2012° 255.3 " Jul-2012 410.9
No Change tional Population- Weighted CODS A Qhange: *5 woNalonal Popuistion Werghied CODs
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Probability of Below Normal Probability of Above
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ei a’ U.S. Energy Information

Administration

Weekly Natural Gas Storage Report

for week ending Mey 23,2013, - Aeteasad May 30 AN 1530 0 Novi Rolease bxa v TV

Sunmarylaxt  CSV  JSNWorking gas In underground storage, lower 48 states

Histoncal Comparnisons
Stocks Year ago S-Year sverage
billion cubic feot (Bef) {0524112) (2008 2012)
Repion 0524113 0517113 change {Ben % change {Ben) % change
East 910 8s7 53 1.319 Ao 1020 -to8
West 380 368 12 408 a9 33 141
Producing 851 a8 23 1.078 210 876 29
Salt 243 239 4 260 8.5 166 G4
Nonsait 608 589 19 ar 256 e 144
Totsd 2,14t 2063 og 2,08 237 2220 -39

Summary

Wurking gas n stursge was 2. 141 Hcl 88 of Fraday, May 24, 2013, sccording Lo EIA esimules Tlvs represents a net
ncrgase ol 88 Bet from 1he previous weak. Siocka were 664 Bel leas than last year al thrs hme and 88 Bel bolow tha 5-
yaar averaga of 2.229 Bct In the £ast Ragion, stocks were 110 Bot bokow the 5-yoat ge ing nat injactions of 41
8ct Stocks in the Producing Region were 25 Bel below the 5-year average of §76 Bef afar a net injaclion of 23 Bet.
Slocks in the West Ragion wara 47 Bet above Lho S-yesr average attar a net scinon of 12 Bef At 2,141 B¢f, total working
ps is within the 5-yesr historical range.
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PIRA
North American Gas Price Overview
Per MMBTU
May 24, 2013 Release

Jan-11 Jan-12 Jan-13 Jan-14
Feb-11 Feb-12 Feb-13 Feb-14
Mar-11 Mar-12 Mar-13 Mar-14
Apr-11 Apr-12 Apr-13 Apr-14
May-11 May-12 May-13 May-14
Jun-11 Jun-12 Jun-13 Jun-14

Jul-11 Jul-12 Jul-13 Jul-14
Aug-11 Aug-12 Aug-13 Aug-14
Sep-11 Sep-12 Sep-13 Sep-14
Oct-11 Oct-12 Oct-13 Oct-14
Nov-11 ~ Nov-12 Nov-13 Nov-14
Dec-11 Dec-12 Dec-13 Dec-14
Average . Average Average Average

2011 $ - 2012 $ 2013  § 2014

Summer s Summer s Summer s Summer s

2011 2012 2013 2014

Winter 2011-

$ Winter 2012- s
2012 2013

Winter 2013- $
2014
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North American Gas Forecast Monthly

May 24, 2013 NATURAL GAS

U.S. GAS PRICE SCORECARD: MAY 2013 - OCTOBER 2013

Bearish Neutral Bullish
g

PIRA Energy Group, 3 Park Avenue, 26" Fioor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www.pira.com 2
For authorized subscribers only. Copytight © 2013 PIiRA Energy Group. All rights reserved.
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Price Projections

Analysts Diverge on Summer Gas Price Outiook—5/28/2013

Summer price forecasts are widely varying among analysts as they analyze injection
forecasts, weather predictions and the return of more coal-fired generation. Prices
should get a reality check as supplies should rise markedly and the growing inventories
will bring the present back into focus referring to DOE's conditional approval to Freeport
LNG’s (exporting to begin in 2018) proposal to export gas to countries that do not have
free trade agreement with the US.

Citi Futures analyst sees the summer strip to average $3.25/MMBtu due to an expected
narrowing of the storage deficit to the 5-year average. “In our view, extra gas demand
in 2018 is poor support for the June 2013 delivery contract.”

Another analyst sees summer fundamentals as supportive and sees prices in the $4 to
$4.50/MMBtu range, citing both drilling and demand as relatively bullish.

Wells Fargo sees gas prices above $4/MMBtu going forward. “Rapid transition from
winter to summer-like conditions in many regions across the US and the ensuing
increased power demand driving commaodity higher.”

Bank of America view $3.50/MMBtu as the average price this summer based on storage
levels and that the market is dependent on coal-to-gas switching for balancing.

Bentek forecasts summer prices to range from $3.40 to $3.90/MMBtu having “a bullish
bias with dips expected.”

Energy Executives see US Gas Prices Stable this Year—May 20

Almost 75% of the global energy executives surveyed expect US gas prices will remain
stable in the $3/MMBtu to $4/MMBtu range for the rest of the year. Citing greater
assurance of supply as well as marginal production remains shut in which could be
quickly brought on line has led to the stable pricing outlook.

The shale boom has convinced two-thirds of the respondents that the US will be
energy-independent by 2030.

/8
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LNG Exports

Jordan Cove Files LNG Export Plan With FERC—May 23

Jordan Cove Energy Project joined a list of over 20 projects filed with FERC for
approval to operate a LNG export facility. Jordan Cove is somewhat unique in that it is
located in the Pacific Northwest, which would allow it to tap gas from the US Rockies
and Canada and send it directly to buyers in Asia.

Under current law, DOE is required to quickly approve applications to export LNG to
countries with FTAs, but it can deny of restrict proposed exports to non-FTA nations if
they are considered contrary to public interest.

LNG Exports Just Part of Larger Demand Bubble—May 22

Dow Chemical renewéd its opposition to unlimited exports of LNG, citing the new
demand would cause the kind of gas price spikes that sent petrochemical firms to move
operations overseas.

“Dow worries that three streams of increased gas demand will converge to overwhelm
the short-term ability of producers to create new gas supplies—thereby reintroducing
gas buyers to the price volatility of 2000s.” New demand comes from companies that
have invested $100 billion in projects using large volumes of natural gas and liquids, the
power generation sector—replacing coal facilities, and LNG exports.

DOE Gives Approval to Freeport LNG to Export Gas to Non-FTA Countries—May
20

The Department of Energy announced conditional approval for a second Gulf Coast
terminal to export LNG to countries that do not have free trade agreements with the US.
This facility will export up to 1.4 Bcf/d over 20 years from Quintana Island, Texas.

Freeport has agreements with BP, Japan's Osaka Gas and Chuba Electric Power for
use of the facility and has said it is planned to launch exports in 2017.

DOE said the Freeport proposal was “Likely to yield net economic benefits to the United
States. DOE wrote “We further find that granting the requested authorization is unlikely
to affect adversely the availability of natural gas supplies to domestic customers or

9
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result in natural gas price increases or increased price volatility such as would negate
the net economic benefits to the United States.”

DOE is reviewing 20 applications to ship LNG to non-FTA countries. Prior to Freepor,
DOE had only approved Cheniere's Sabine Pass project in Louisiana.

20
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Switching—Coal to Gas

Coal to Give Gas a Run for its Money this Summer—May 24

Coal appears poised to hold onto a large chunk of the gains made in the power
generation market. Summer prices in various fuel-switching areas are sitting
$1.50/MMBtu above the same time last year.

According to Bentek, this year, total US power burn has averaged 19.7 Bcf/d, down
12.4% from 22.5 Bcf/d for the same time in 2012. For 2013, Bentek estimates gas
demand for power generation will drop 2.4 Bcf/d from last year's levels—for the summer
that decline is expected to be 3.2 Bcf/d from the summer of 2012. EIA projects for the
entire year, gas demand for power generation will be down an average of 2.18 Bcf/d
from 2012.

Based on the location of the coal plant and where the coal is being shipped from is very
important in determining if switching will occur. For example, in the Carolinas, Duke
Energy has experienced a large upward trend in the use of gas for power generation as
a number of coal plants have been retired and more combined-cycle gas turbines have
come online. According to Duke, it is not until gas hits $4.50/MMBtu that their most
efficient coal generator becomes economically competitive. On the other hand, Xcel
Energy, which operates utilities in the Midwest and Westerns states, said delivered gas
prices need to be south of $3/MMBtu and probably less than $2.50/MMBtu to be
competitive with Powder River Basin coal.

Coal-Fired Generation on the Rise for Now—May 21

“Coal-fired power g'enération will increase this year in the US as natural gas prices rise,
but that trend will not continue, as many electric utilities find it less costly in the long run
to stick with gas” according to Bernstein Research.

Bernstein expects a reduction in gas usage for generation by about 2.2 Bcf/d from 2012
levels due to rising gas prices. This will occur even though more gas generation
capacity is coming online and more coal plants will be retired.

New Federal regulations such as the EPA's Mercury and Air Toxic Standards rule that
goes into effect in 2015, utilities will find it cheaper to retire older smaller coal-fired units
than to retrofit them with the required controls.
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“The all-in cost of power from a new coal-fired power plant can be estimated at about
$65/MWh, but the all-in cost of a new combined-cycle gas turbine generator is only
$52/MWh at $5/MMBtu gas, and can be as low as $45/MWh at $4/MMBtu gas.”
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Energy Information Administration

Henry Hub Pricing
Per MMbtu
May 7, 2013 Release

Jan-11 4,49 Jan-12 2.67 Jan-13 3.33 Jan-14 417
Feb-11 4.09 Feb-12 2,50 Feb-13 3.33 Feb-14 4.03
Mar-11 3.97 Mar-12 2.18 Mar-13 3.81 Mar-14 3.90
Apr-11 4.25 Apr-12 1.95 Apr-13 4.17 Apr-14 an
May-11 4.31 May-12 2.43 May-13 398  May-14 3.78
Jun-11 4,55 . Jun-12 2.46 Jun-13 3.87 Jun-14 3.0
Jui-11 442 Jul-12 295 Jul-13 3.82 Jul-14 3.99
Aug-11 4.05 Aug-12 2.84 Aug-13 3.76 Aug-14 4.06
Sep-11 3.90 Sep-12 2.85 Sep-13 . 3.71 Sep-14 3.99
Oct-11 3.56 Oct-12 3.32 Oct-13 3.81 Oct-14 4.01
Nov-11 3.24 Nov-12 3.54 Nov-13 3.96 Nov-14 4.15
Dec-11 3.17 Dec-12 3.34 Dec-13 3.99 Dec-14 4.29
Average . ' Average Average - Average

2011 $ 4,000 2012  § 2.753 2013 $ 3.795 2014 $ 3.999
Summer : Summer Summer ‘Summer

2011 $ 4.149 2012 $ 2.686 2013 $ 3.874 o014 ¢ 3921

Winter 2011- s 2752 Winter 2012- $ 3.470 Winter 2013- s 4010
2012 . 2013 . 2014 '
Hedging Meeting 5-30-2013.xIsx 5/23/2013 | EIA Prici
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Indcpendent Statistics & Analysis

Y - U.S. Energy Information
§3 a Administration
Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption

EIA' xpects that natural gas consumption will average 70.2 Bcf/d and 69.6 Bef/d in 2013 and 2014
respectively. Forecasts for closer-to-average winter temperatures in 2013 and 2014 (compared with the
record-warm temperatures in 2012) will lead to increases in natural gas used for residential and

commercial space heating. The projected increase in natural gas prices contributes to a decline in
natural gas used for electric power generation from 25.0 Bcf/d in 2012 to 22.8 Bcf/d in 2013 and 22.2

Bcf/d in 2014.

U.S. Natural Gas Production and Imports

Projected natural gas marketed production increases from 69.2 Bcf/d in 2012 to 69.9 Bef/d in 2013, and
70.1 Bcf/d in 2014. Onshore production increases slightly over the forecast period, while federal Guif of
Mexico production declines. Natural gas pipeline gross imports, which have declined gver the past five
years, are projected to remain near their 2012 level over the forecast period. Liquefied natural gas (LNG)

imports are expected to remain at minimal levels of less than 0.5 Bcf/d in both 2013 and 2014.

uU.S. Natural Gas Idventorles

As of April 26, 2013, working gas stocks totaled 1,777 Bcf, which is 795 Bcf less than at the same time in

2012, and 118 Bef below the five-year (2008-12) average. EIA projects working gas stocks at the end of
this summer’s stock-build season {end of October) will reach 3,796 Bcf, about 134 Bcf below the level at

the same time last year.
Crude Qil Prices

EIA expects that the Brent crude oil spot price, which averaged $112 per barrel in 2012 and rose to $119
per barrel in early February 2013, will average $104 per barrel over the second half of 2013 and $101
per barrel in 2014. The projected discount of West Texas Intermediate (WTI) crude oil to Brent, which
increased to a monthly average of more than 520 per barrel in February 2013, is forecast to average $13
per barrel in 2013 and $9 per barrel in 2014, '

30
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Gas Resources
Hedging Program
Market Indicators Summary
June 20, 2013
Price Page
Pressure| T°™ Comments ‘ Ref
Weather

Long Term Forecast (Sep 13-Nov 1 NOAA predicting above average temperatures for September 2013

no orecast (Sap 13-Nov 13) 1107 [November 2013 for the majority of CONUS except for the Southeast. 12
Mid Term Forecast (30-60 da -—> July Is predicted to be 1.1% warmer than normal based on 10 year

" ¢ ys) Long normals and August weather is predicted to be 1.6% colder than normal. 13
Short Term Forecast (6-10 days) T Shont mesm::gxoﬁ'ego tl;‘% r;a]ority of CONUS, Normal temperatures |

The Atantic basin will see more activity iate in the 2013 hurricane season
according to StatWeather. In addition, StatWeather stales that sea
Tropical Storm Activi surface temperatures are not yet high enough for hurricanes. According
P 4 T ‘ Short to Barclays, "Unless significant damage Is done to production
infrastructure In the area, disruptions to production are likety to be small
and brie).” Season runs historically from June 1 through November 30.

Storage Inventory

Storage injections for ths week ending June 14th wera 91 Bef. Storage
EIA Weekly Storags Report ' < | Long jlevels are at 2,438 TCF which Is 18.7% lower than last year and 1.9% 15

- _— lower than the § yeer average.
ustry Publications C
PIRA Energy Gmui GAS PRICE SCORECARD: Gas Price Outiook for May 2013--October

. 2013 "Neutral®, This month’s scorecard has been revised from Builish to
:’;m:o 21::1: t ‘ Long |\ eutral, Fundamentals supporting this change include Lower 48 Gas
Production and ResidentiavCommercial Dsmand.
Demand to grow by 3% through 2017 as power generators and industrials
take advantage of low-cost gas supplies. Gas producers will meet
demand growth with prices of $4.24/Mcf. Summer demand will average 1
Bet/d lower than iast year, due to more normal temperaturss and higher
Gas Dally--Demand and Production f * Long |prices. Industrial sector fastest growing due to low gas costs and 18-19
rebounding economy. Production seen flat or rising this year and next due
to high voiumes of assoclated gas, increased pipeline takeaway, driling
efficiancies and leveling out of deciine rates in maturing basins.

16-17

DOE approval is just the first hurdie to LNG exports. Ater DEO approval,

a FERC review takes place. FERC review could last for 2 years. Longer
! ports that the Obama administration delays approval of LNG exports the more

Gas Dally-LNG Ex t Long likety that US producers will fose 1o global competitors. EE| chairman 2021

down plays concerns that LNG exports will have a negative impact on the

power-generation sector,
|Government Agencies
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.923/MMBtu
Winter 2013/14: $4.170 f ‘ Long [for 2013 and $4.105/MMBtu for 2014. EIA has increased its price for 22
Summer 2014: $4.000 2013 by $.13 and increased $.11 for 2014.
Technical Analysis
Winter 2013-14 Strip Chart t | short [Closed at $4.21 23
Summer 2014 Strip Chart t | short|Closed ats4.11 24
Winter 2014-15 Strip Chart t [ shot[Closed a1 $4.38 25
Summer 2015 Strp Chart t | shont|Ciosed ats4.17 26
Winter 2015-16 Sirip Chart 4 | shont|Closed at $4.48 27
Summer 2018 Strip Chart t | shont|ciosedatsa.27 28
Economy. :

EIA projects total natural gas consumption wiii average 70.0 Bef/d in 2013
Demand <+— | Long {and 69.6 Bel/d in 2014. Increased usage for residential and commercial | 29-30
space heating being offset by deciines in power generation.

Total marketed production will increase from 69.2 Bef/d in 201210 70.0

Supply < | Long |Bef/d in 2013, and 70.4 Bef/d In 2014. NOAA predicts above-normal 29-30
troplcal weather activity during the current hurricane season.

Brent crude to averaged of $112 per barrei for 2012. EIA expects Brent
Oll Market ‘ Long |crude to average $105 per barrel and $100 per barrel In 2013 and 2014, | 29-30
respectively.

Meeting Minutes: 426 Annex Conferencs Room - 1;00 pm
Attendees: Jim Mehring, Jef Kem, Mike Brumback, Mitch Martin, Joachim Fischesser, Stave Nigderbaumer

Reviewed fundamentals such as weather (current fo L/T forecasts), storage levels, industry pubfications, governmental agency, technical analysis
and supply and demand fundamentals. Discussed the Ohio and Kentucky Hedging Programs. Significant discussion fock place regarding the
demand and production information presented, specifically the increase in demand through 2017 and the analyst opinion that gas producers will
meet the demand growth with prices In the $4.25/Mcf range. A decision was made not to hedge additional volumes at this time. Due to concerns
about pricing volatility(as discussed at the April 2013 meeting) a decision was made that If prices for the April 2014--March 2016 strip decreased to
the sub $4.00 range or increased to $4.50 range a supplemental meeting would be called prior to the next scheduled meeting.




Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 06/18/13

“Jan-13 - ‘Feb-13 . . Mar-13.. . L . - Jul-13 Aug-13

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth)

Types of Hedqging Products {1}
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Pasition
November 2013 - October 2014
As of 06/18/13
Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jui-14 Aug-14 Sep-14 Oct-14
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections {Mcf)
Total Requirements (Mcf)
TCO FSS Withdrawals (Mcf)
Other “Withdrawalis" (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth)

Types of Hedging Products {1)
Fixed Prico
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt ed with Stor: City Gat
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (indl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Posltion
November 2014 - October 2015
As of 06/18/13
Dec-14 Jan-15

Feb-15 Mar-15 -15

Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dih/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply {Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with rage ity Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

{1) Maxirnum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months,

-15

Jun-15

Jul-15

J1'140d 3oday [envuy p1oT
081-710Z "ON 358D DSdAN

STEJo L93deq



Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
Asof 06/1813

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 . Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16

d Forecast

City Gate Load Forecast (Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wrthdrawals (Mcf)
QOther “Withdrawals™ (Mcf)
Total Withdrawals (Mcf)

nt H dth/d.

78D
Total Hedged (aM/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Pnce Caps
oy No-Cost Cotiars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

H ith St
Hedged (City Gate) {Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total {incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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6/18/2013

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/13)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/da dth/da

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storggo Gas
ﬁ arget Levels By October

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2014

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

ﬁarget Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31, 2014 ]
Nov-15
Dec-15
Jan-16
Feb-16
Mar-16
Winter 15/16
[Target Levels By October 31, 2013

Apr-16
May-16
Jun-18
Jul-16
Aug-16
Sep-16
Oct-16
Summer 2016
Target Levels By March 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices: .@

NYMEX Closing Price
§-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
{08/09-12/13) | (2012-2013) 24-May-13} 11-Jun-13| 19-Jun-13 - Qhio Kentucky

$4.030 | $3.952
$4.080| $3.974
$4.030| $3.974
- $3.960| $3.981
$4.170 $4.048
$4.1501 $4.202
$4.270| $4.270
$4.210| $4.280
. $4.050| . $4.222|
$3.810| $4.055
$3.740 | $4.075
- $3.920 $4.092
$4.035  $4.094

July $5.78 | .$2.77

Aug $4.95 | $3.01

Sep $4.28 | $2.63

Oct $4.36 $3.02

Nov $4.21 $3.47

Dec $4.54 $3.70

Jan | $4.52 $3.35

Feb $3.99 $3.23

Mar $3.71 $3.43

Apr $3.58 $3.98

.................

May | $363 | $4.15

Jun $3.72 $4.15
12MonthAvg  $4.27 $3.41

PP D PP DDA OO

Summer Average * $3.939 $4.015
Winter Average $4.170 $4.204

11/
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Warmer Midwest to Northeast

West Stays Hottest

Notable holter changes were seen across much of the US with aboves
extending further through the Great Lakes and Northeast regions and
stronger warm anomalies seen in the Interlor West. There were some
lesser cool changes made to the Southeast, Along with the long-term
negative PDO and positive AMO which tend to favor warmth, the
persistent positive SOl was also factored in as it too correlates with
warmer lemperaltures across the northem tier, Drought also remains a
potential heating factor through much of the West. While confidence
isn't yet strong in the future of atmospheric anguiar momentum (AAM),
a negative signal would also tend o support this general paltern setup,

Heat still focused in Interior
Southwaest

The Augusl forecasl remains unchanged with heat expected to hold
across the Interlor Southwest and southem Plains and a skver of
aboves in the Northeast. The continued drought heips to drive the heat
In the Southwest and southern Plains, and the forecast continues to be
driven in part by the long-term negative PDO and positive AMO, though
lhe positive AMO would portend to a warm risk in the East. However,
the latest CFS modei showa cooler conditions in the Midwest and East
and warmth fimited to the Northwest. Confidence in this extended range
remalins on the low side.

Jul PWCDD** Forecasts *10Y Normal updated to *03-12

U 10Y Normal*  356.1
Jul 2013 Fest: 3600 30Y Normal  338.2
' Jul-2012 410.9

Change: +10 -
© **Natonsl Poputation-Weighted CODs

: 10Y Normal*  330.2

|Aug 2013 Fest:| 325.0 [sovNormar 3118
‘ : Aug-2012 338.1
No chyngo **Natonal Popushon-Weighted coo;

Aug PWCDD** Forecasts *10Y Normal updated to '03-12
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e/i—a—', US. Encrgy Information

Administration

Wecekly Natural Gas Storage Report

for week ending June 14,2013, . Released bma o) VIS A W AM | NextRelesss You s/ M

Summary okt C3V  JSNWorking gas Inunderground elorage, lower 49 stales
Histoncal Comparnsons

Stocks Year sgo S-Year average
biliron cubdic feat (Bef) (06714/12) (2008-20t2)
Region 08/14/13 08:07i13 change {Beh % change {Ben % change
Esst 1,088 1.028 60 1,438 245 1,119 a0
West 420 409 1 445 -5.8 3r6 17
Producing 933 913 20 1.114 16.2 910 [ ]
Salt 261 259 2 264 -1 175 49.1
Nonsall €73 854 19 850 208 158 109
Tolsl 2,428 2,347 9 2.997 -18.7 2,488 19
Summary
Working gas in storage was 2.438 Bet us of Fixday, June 14. 2013, ac ing to EIA el This rep anet

increase of 81 Bct from the préevious waek Stocks wern 559 Bcf less than fast yoar at thhs ime and 47 B¢t balow the 5-
yoar average of 2,485 Bcf In the East Reglon, stocks ware 64 Rcl below the S.year avarage foltowing nat injaciions of 60
Bef Siocks in the Producing Region were 3 fict above the 5.ysar average of 830 Bt ator & net injection ot 20 Bel Stocks
1n the Wast fingion were 44 Bcl abovs the 5 year average after & net additon of 11 Bcl. Al 2,438 Bt, total working gas is
wihin the 5 yoar historical range.

- nund S rrdedrr
99 wound Mo1ge¢onpaod with the §.yeu

4 o

[

Junaat
Sep-11
Oec-11
Sep-12
Dec-12
Mar13
Jun-13

3 yuwr madrugn - frenimam ¢ nge
o Oves &)
“ ees-§. guas Bror g
€1 towres U3 Brergy Pdormuon Adminidrilion

Note: The shaded area ind he rangn b the histori L and £ vakunn foi the waekly aesias from 2008
thiough 2012,

Source: Fom E1A-812, Waakly Underground Naturet Qas Starage 1loport * The dastied vartical knes indicals cunent and yeat ago
weekly ponods.
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PIRA
North American Gas Price Overview
Per MMBTU
May 24, 2013 Release
Jan-11 Jan-12 Jan-13 Jan-14
Feb-11 Feb-12 Feb-13 Feb-14
Mar-11 Mar-12 Mar-13 Mar-14
Apr-11 Apr-12 Apr-13 Apr-14
May-11 May-12 May-13 May-14
Jun-11 ~ Jun-12 Jun-13 Jun-14
Jul-11 Jul-12 Jul-13 Jul-14
Aug-11 Aug-12 Aug-13 Aug-14
Sep-11 Sep-12 Sep-13 Sep-14
Oct-11 Oct-12 Oct:13 Oct-14
- Nov-11 Nov-12 Nov-13 Nov-14
~ Dec-11 Dec-12 Dec-13 Dec-14
Average  Average . Average ° ~ Average
2011 2012 [ § 2013 § 2014
Summer s Summer " Summer s Summer s
2011 2012 2013 2014
Winter 2011- $ inter 2012- s Winter 2013 $
2012 2013 2014

. 6
Hedging Meeting 6-20-2013.xIsx 6/18/2013 PIRA Pricac
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North American Gas Forecast Monthly

May 24, 2013 o o ' | - NATURAL GAS

U.S. GAS PRICE SCORECARD: MAY 2013 — OCTOBER 2013

Bearish Neutral Bullish

PIRA Energy Group, 3 Park Avenue, 26 Floor, New York, NY 10016-5989 (Tel) 212.686-6808 (Fax) 212.686-6628 www pira.com 2
For au(hquzod' subscribers only. Copyright © 2013 PIRA Energy Group. All nghts reserved.
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Demand and Production Information

Demand to Grow 3% per Year Through 2017—June 18, 2013

US natural gas demand will grow about 3% per year through 2017 as power generators
and industrial end-users take advantage of low-cost gas supplies.

“No major economy in the world currently has more cheap and abundant gas supply
than the US. More importantly, many of these global industries actually use much more
expensive oil (currently 4 or 5 times more expensive than US gas) as feedstock for their
operations. That means the US industrial gas consumers should be some of the
biggest beneficiaries of this cheap US gas.”

Ethane crackers and gas-to-liquids plants should increase industrial demand by 8 Bcf/d
to around 27 Bef/d in 2017 as firms continue building or expanding facilities. In addition,
power demand is expecting to grow by 3% to 5%/year, or 650,000 Mcf/d to 1 Bcf/d
annually by 2017.

Raymond James is confident that gas producers will meet the demand growth with
prices in the $4.25/Mcf area.

Industrials, Not'Power, to Drive Summer Demand—June 13, 2013

More normal temperatures and higher prices will drop electric-generation gas demand
by about10% this summer compared to last summer. According to Energy Ventures
Analysis, overall gas demand for April through October will average 1 Bcf/d lower than
last year. The drop-off is due in large part to a slowdown in price-driven coal-to-gas
swntching by power plants.

“The industrial sector is the fastest-growing part of the gas market thanks to relatively
low gas costs and a rebounding economy that has led to a series of capacity
expansions in the fertilizer, chemical, steel and gas-to-liquids industries. There have
been 70 announced capacity expansion projects that could boost gas demand by 3.6
Bcf/d over the next year.”

Production Seen Flat or Rising this Year and Next—June 11,2013

Rig counts are near 14-year lows and wellhead prices are having a hard time holding
above $4/MMBtu, yet many analysts see overall dry gas production holding steady or
rising modestly in 2013 and 2014 driven by several factors.

/8
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These factors include: high volume of associated gas produced with oil and natural gas
liquids, the construction of pipeline takeaway and processing capacity in the
Appalachian Basin, which is expected to free up stranded Marcellus and Utica gas,
increasing drilling efficiencies and the leveling out of decline rates in maturing basins.

Declines in some basins are being offset by the booming Marcellus gas. Marcellus and
Utica volumes have grown from 4 Bcf/d at the first of 2011 to 6 Bcf/d in late 2011 to
more than 11 Bcf/d today.
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LNG Exports

DOE Seen as ‘Just the First Hurdle’ to LNG Exports—June 19, 2013

“While the fight over LNG exports has been focused on the DOE's approval process,
concerns are growing that the subsequent steps could drag on for years and keep US
exporters out of a fast-changing global market indefinitely.” After DEO approval, the
Federal Energy Regulatory Commission reviews take place. FERC reviews could last
more than two years. FERC must review and approve the actual export facilities.

For LNG Import facilities it took 18 to 24 months for approval by FERC. Because of the
complexity of an export facility, approval by FERC could take much longer. DOE
approval is just the first hurdle, there is a lot to go after that.

LNG Export Delays Hurt US Producers—June 17, 2013

According to ExxonMobil CEO the longer the Obama administration delays approval of
expanded LNG exports, the more likely that US producers will lose out to global
competitors as reserves are being developed in Australia and Mozambique. “This is a
very competitive marketplace—it's not like people are just going to stand at our door like
panting dogs waiting for us to give gas to them.”

Opponents of LNG exports believe gas prices could rise domestically and harm the US
economy, while proponents believe exports would actually lead to more jobs in the US.
Exporting LNG could shore up the energy security of Asian allies and stimulate
investment in domestic US production. The DOE is expected to rule on at least some of
the approximately 20 pending LNG exports prior to year-end.

EEI Chief Downplays LNG Exports’ Price Impact—dJune 13, 2013

EEI! chairman downplayed concerns that LNG exports will have a negative impact on
the power-generation sector. “| think LNG will become part of the mix, but I'm not
terribly concerned what it's going to do to natural gas pricing.” The chairman has had
conversations with gas producers that have indicated that there is a lot of supply behind
the pipe and very little upward movement in price would produce a lot more natural gas.

Southern Company's CEO stated that no one knows what's going to happen with
natural gas prices as a result of LNG exports. Southern in 2013 expects to generate
46% of its electricity using natural gas compared with 16% six years ago. “l am all in on

20
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natural gas; we are the third largest consumer of natural gas in the US. We used to be
known as a coal company.”
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Energy Information Administration
"~ Henry Hub Pricing
Per MMbtu
June 11, 2013 Release

Jan-11 4,49 Jan-12 2.67 Jan-13 3.33 Jan-14 4.27
Feb-11 4.09 Feb-12 2.50 Feb-13 3.33 Feb-14 4.21
Mar-11 3.97 Mar-12 2.18 Mar-13 3.81 Mar-14 4.05
Apr-11 4.25 Apr-12 1.95 Apr-13 4.17 Apr-14 3.81
May-11 4.31 May-12 2.43 May-13 4.04 May-14 3.74
Jun-11 4.55 Jun-12 2.46 Jun-13 3.97 Jun-14 3.92
Jul-11 442 U2 2.95 Ju-13 4.03 Jul-14 4.09
Aug-11 4.05 Aug-12 2.84 Aug-13 4.08 Aug-14 4.13
Sep-11 . 3.90 Sep-12 2.85 Sep-13 4.03 Sep-14 4.14
Oct-11 3.56 - Oct-12 3.32 Oct-13 3.96 Oct-14 417
Nov-11 3.24 ~ Nov-12 3.54 Nov-13 417 Nov-14 4.31
Dec-11 . 317 . Dec-12 3.34 Dec-13 4.15 Dec-14 4.42
Average Average Average ' Average

201_1 ‘$A 4.000 2012 [ 2.753 2013 $ 3.923 2014 $ 4.105
Summer i Summer ' Summer .~ Summer .'

o011 'S 4149 o012 5 2686 o013 5 4040 0014 ° 4.000

Winter 2011- © Winter 2012- Winter 2013-
2012 . S 2.752‘ 2013 $ 3.470 2014 $ 4170

4edging Meeting 6-20-2013.xIsx 6/18/2013 EIA Prices
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/@ Independent Statistics & Analysiy
®

1 U.S. Energy Information
O Administration
Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption

EIA expects that natural gas consumption; which averaged 69.7 Bef/d in 2012, will average 70.0 Bcf/d

and 69.6 Bcf/d in 2013 and 2014, respectively. Colder winter temperatures forecast for 2013 and 2014

compared with the record-warm temperatures in 2012) are expected to increase the amount of natural
gas used for residential and commercial space heating. However, the projected year-over-year
increases in natural gas prices contribute to declines in natural gas used for electric power generation
from 25.0 Bcf/d in 2012 to 22.5 Bcf/d in 2013 and 22.1 Bef/d in 2014, although these forecast levels are
still high by historical standards.

U.S. Natural Gas Production and Trade

Natural gas marketed production is projected to increase from 69.2 Bef/d in 2012 to 70.0 Bcf/d in 2013,
and to 70.4 Bcf/d in 2014. Onshore production increases over the forecast period, while federal Gulf of

Mexico production declines. Natural gas pipeline gross imports, which have fallen over the past five
years, are projected to remain near their 2012 level over the forecast. LNG imports are expected to
remain at minimal levels of around 0.4 Bcf/d in both 2013 and 2014.

The NOAA Atlantic Hurricane Season QOutlook predicts that the Atlantic Basin likely will
experience above-normal tropical weather activity during the current hurricane season. EIA

estimates that the median outcome for shut-in natural gas production in the federally
administered Gulf of Mexico as a result of disruptions during the 2013 hurricane season is 46 Bcf.

EIA’s simulation results indicate a 58-percent probability of offshore natural gas pfoduction
experiencing outages during the current hurricane season that are equal to or larger than the 32
Bcf of production shut in during the 2012 hurricane season.

Crude Oil Prices

After declining to a 2013 year-to-date low of $97 per barrel on April 17, Brent crude oil spot prices
increased to an average of $103 per barrel in May. EIA projects the Brent crude oil spot price will fall
from an average of $112 per barrel in 2012 to annual averages of $105 per barrel and $100 per barrelin
2013 and 2014, respectively, reflecting the increasing supply of liquid fuels from non-OPEC countries,
After averaging $94 per barrel in 2012, the forecast WTI crude oil spot price averages $93 per barrel in

T4



KyPSC Case No.2012-180
2014 Annual Report PUBLIC
Page 89 of 325

2013 and $92 per barrel in 2014. By 2014, several pipeline projects from the midcontinent to the Gulf
Coast refining centers are expected to come on line, reducing the cost of transporting crude oil to
refiners, which is reflected in a narrowing in the price discount of W1 to Brent,
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Gas Resourcas
Hedging Program
Market indicators Summary
July 26, 2013
Price Page
Pressure Term Comments Rel
Weather
NOAA predicting above average temperatures for November 2013--
Long Term Forecast (Nov 13--Jan 14) l Long [January 2014 for the majority of CONUS excep! for the coastal states in 12
Jthe Southeast,
! August Is predicted to be 0.4% colder than normal based on 10 year
Mid Term Forecast (30-60 days) Long {1 ommais and September weather Is predicted to be normal. 13
Balow temperatures acrass the northern portion of CONUS. Above
Short Term Forecast (8-10 days) <% | Short |tamperaturas CO, NM, TX, OK, and KA. Normai temporatures cover the 14
other portions of CONUS.
National Hurricane Canter is issulng advisorigs on Tropical Storm Dorfan.
Tropical Storm Activity " | S"O% |1 opical Storm Derlan is in the middle of the Atiantc.
Storage inventory
Storage injections for the week ending July 19th were 41 Bct. Storage
lavels are at 2,708 TCF which Is 12.5% lower than last year and 1.6%
lowsr than the S year average. Below-normal temps predicted in the
EIA Weekly Storage Report l Long eastem half of the US for the next few weeks "should enable the industry 15
1o rapidly pare the year-over-year storage deficit--working gas in storage
should afign nearer {o the excess end-ol-saason levels maintained since
2009.°
industry Publications
PIRA Energy Group GAS PRICE SCORECARD: Gas Price Outlook for July 2013--October
Winter 2013/14: t Long 12013 “Bulish®. This month's scorecard has been revised from Neutral to 16-17
Summer 2014: Bullish. PIRA's revision refiects lower NYMEX prices.
Pricing upside limited to $4/MMBtu over next 3 months due o gas-to-coal
switching, cooler temperatures and producers willingness to keep drilling.
BofA prices capped within the $3.50 to $4.00 MMBtu range In 3rd quarter
P due to increased output. If insufficlent cooling demand for the rest of the
Gas Datly Projections 1 Long summer prices may reach $3.20/MMB. Goldman lowered 2013 forecast 16
due to stronger-than-expected gas production due to reduction of
bottienecks in Marcelius. $4.05/MMBtu lor balance of 2013, $3.85 for 3rd
quarter, and $4.25 for 4th quarter.
Output from nuclear fleet for the rest of 2013 should be much higher than
1 2012 reducing gas demand for power generation. Gas demand will fall
o 500,000 Mcl/d In 3rd quarter and 1.8 Bel/d in 4th quarter. Longer-term gas
Gas Daily--Miscellaneous Information ‘ Long Qeneration willfif the gap left by plant retirements. *Nuclear renalssance 19
In reverse®--Low gas pricas croating competition to expand or retain
nuclear fleet,
Government Agencies
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.762/MMBtu
Winter 2013/14: $3.916 4 | | Long [tor 2013 and $3.008/MMBHu for 2014. EIA has decreased its prics for 20
Summer 2014; $3.817 2013 by $.16 and decreased $.20 for 2014.
Technicsl Anal
Winter 2013-14 Strip Chart <4—» | Short [Closed at $3.91 21
Summer 2014 Strip Chart 4> | Short |Closed at $3.95 22
Winter 2014-15 Strip Chart <4~ | Short [Closed at $4.23 23
Summer 2015 Strip Chart <+—p | Short |Closed at $4.08 24
Winter 2015-16 Strip Chart 4> | Short |Closed at $4.37 2%
Summer 2016 Strip Chart <—» | Short [Closed at $4.16 26
Economy
EIA projacts total natural gas consumption will average 70.1 Bevd in 2013
Demand <+—» | Long jand 69.7 Bet/d In 2014, Increased usage for residentlal and commercial 27
space heating being offset by daciines in power generation.
Tolal marketed production will increase from 89.2 Bel/d in 201210 70.0
Supply =% | L9% Iactrd in 2013, and 70.4 Beld In 2014, 7
Brent crude averaged $112 per barrel for 2012, EIA expects Brent crude
on Market l Long |10 8verage $105 per batrel and $100 per barrel in 2013 and 2014, o7
respectively. WTI crude avarsged $94 for 2012. EIA expecte WTI crude
to average $95 per barre! and $92 in 2013 and 2014, respactively.

prior to the next schaduled meeting.

Mesting Minutes: 428 Annex Conference Room - 1:00 pm

Atrendeas: Jim Mehring, Jeff Kem, Mike Brumback, Joachim Fischesser, Steva Niederbaumer
Reviewed lundamentals such as weather (current to L/T forecasts), storage leve!s, industry publications, governmental agency, technicat analysis
and supply and demand fundamentals. Discussed the Ohio and Kentucky Hedging Programs. Signilicant discussion took place regarding the latest
storage injection report of 41 Bef which was welt below analysis expactations and the impact on gas price. in addition, discussed the below normat
temperatures that have been forecasted for the eastern portion of CONUS and that Impact on tulure storage Injections. A declsion was made not to
hedge additional volumes at this time. Due to concerns about pricing volatility(as discussed at the April 2013 meating) a decision was made that If
pricas for the Aprll 2014--March 2015 strip decreased to the sub $3.90 range or Increased to $4.25 range a supplemental meeting would be catied




Duke Ensrgy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 07/24/13

~ - Jan-13 - -Feb-13- . Mar-13 . -

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawais (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Fixed Price
Fixed Price
Fixed Price
Cost Avg.
Total Hedged
Totai Hedged (dth)

Types of Hedqging Products (1)
Fixed Price
Price Caps
No-Cost Coilars

Embedded Hedged Cast
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of Syatem Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Markst (Oth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months,



Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 07/24/13

Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals" (Mcf)
Total Withdrawals (Mcf)

Total Hedged (cth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Price Caps
No-Cost Coliars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Oth)
% Hedged & Slorage
Seasonal %

(1) Maximum percentage allowed per typs of hedging product is 25% for Winter months and 40% Summer months,
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Duke Energy Kentucky
Hedging Program - Current Position
November 2014 - October 2015

As of 07/24/13
Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)

Total Withdrawals (Mcf)
Amount Hedged (dth/day)

Fixed Price

Fixed Price

TBD

Total Hedged {(dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @) City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal {Dth)
Market (Dth)
Total (incl. Injections) (Oth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.
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081-Z10T "ON 358D DSIAN

STg Jo £6 33eq



Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 07/2413

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16

Forecast
City Gate Load Forecast (Mcf)
TCO FSS injecuons (Mcf)
Total Requirements {Mcf)

TCO FSS Withdrawals (Mcf)
Other “Withdrawals® (Mcf)
Total Withdrawais (Mcf)

Amount Hedged (dth/dav)
TBD
8D
TBD
Total Hedged (dth/day)
Total Hedged (dth)

s of ing Prod
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estmated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Oth)
Storage Withdrawal (Dth)
Market (Dth)
Yotal {inc!. Injections) (D)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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7/24/2013

Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (10/31/13)
Delivery Supply Total Required  Allowed
Month Dth/mo Dih/day Dth/mo dth/da dth/da
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas
Excluding Storage Gas
Including Storage Gas

|Target Levels By October 31, 2013

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2014

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

[Target Levels By October 31, 2013

Apr-15
May-16
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 3t, 2014

Nov-15

Dec-15

Jan-18

Feb-18

Mar-18

erller 15/18

[Target Leveis By October

Apr-18
May-18
Jun-16
Jul-16
Aug-18
Sep-18
Oct-18
Summer 2016
Target Levels By March 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
{08/08-12/13)| (2012-2013) 25-Jun-13] 9-Jul-13 | 26-Jul-13 QOhio Kentucky

Aug | $495 | $3.01 $3.690 | $3.626 $
Sep | $4.28 | $2.63 $3.680 | $3.628 $
Oct | $436 | $3.02 $3.740 | $3.644 $
Nov | $4.21 $3.47 $3.880 | $3.717 $
Dec | $454 | $3.70 $3.900 | $3.878 $
Jan | $4.52 | $3.35 $4.000 | $3.962 $
Feb | $399 | $3.23 $3.960 | $3.985 $
Mar | $3.71 $3.43 $3.840 | $3.933 $
Apr | $358 | $398 $3.620| $3.856 $
May $3.63 $4.15 $3.560 | $3.897 $
Jdun | $3.72 | $4.15 $3.730 | $3.929 $
Jul $3.90 $3.71 $3.900 $3.962 $
12Month Avg  $4.12 $3.49 $3.792 $3.835 $

Summer Average $3.703 $3.792

Winter Average $3016  $3.805

I
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,EarthSdt 30 -60 Day Outlook R SIMDA

logists; SS/BH]  WEATHER SERVICES

Departure from 1981-2010 normal (°F) @

Updated: ) i SV N RO

ul 24,2013 . Ty ) 24, 2013° C
->+50-+30to+4.9m+20to+2.9 [E+1.0to +1.9 ,,_q... EH-1.0t0-1.9 --2.ow-z.s - -3oto-49- <-8.0
[J-09t009 - -

Cooler Midwest and South VTR, ’°F”°“’ Forecast remains unchanged

Aboves in Interior West and

Hotter northern California
northern New England

Changes were mixed this week with notable cool changes seen in the The September forecasl remained unchanged again this week due a

Plains, Midwest, and South while warm changes were again found In lack of any fores impetus for a pattem change. Heat Is expected

the West, The greatest confidence is still with the heat in the West as to comlnzye |$, th:fr?tbel:or\/z:st a:d mpa lesser exlgnl in New England.
the pattern has shown little sign of breaking over the long haul. Conditions remain seasonable in the Midwest and slightly cooler Than

increased soll molsture In the Southwest from enhanced monsoon normal In the Southeast where tropical threats could lead to a further

activity could pase some cool risk, but overall the ridge Is expected to cool risk. The CFS model shows a somewhat similar pattem lo our

remain over the West more often than not. The cooler changes in the forecast, but is more aggrassive with belows In the Midwest and South.

Midwest were largely tied to the persistence of early month cooler air As ENSO remains neutral, significant changes to the forecas] do not

hanging on a bit longer. The CFS model is cooler than our forecast, seem likely unless another pattem driver becomes more apparent.

showing belows in the East and also in the Interior West.

Aug PWCDD** Forecasts *10Y Normal updated to ‘03-12 | |Sep PWCDD** Forecasts *10Y Norma! updated to ‘03-12

10Y Normail*  330.2 10Y Normal*  180.2

Aug 2013 Fest: 329.0 [sovNormai 3118 Sep 2013 Fcst: 180.0 [soyNomar 1728
- |Aug-2012 338.1 Sep-2012 184.8

CRANGS: 4 . \atona Popuation Welghtsd COOs ‘ NO Chang® . pnons Poputaton Waghied €008

c00 'anges across
nd especiaﬂy {hé"South, while heat hag been malntained in the' Nonneasl?
the West: The overall patiern) shares som similarity wath Itie final 30 Day»i

FanhSet DynuCAEY * .7
Nren “armpprstwe Degeriure rm-um’

R MDA
?J

[ -y o i m R TS i
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MDA Information Systcms LLC 8&0 West Dmmond Ave, Suite 300, Galthembulg, MD 20878
Tel 240-833-8300 Fax 240-833-8301 wwwandaus.com. . ©2013 [029000000107. pdf—Version 2.3}
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Weekly Natural Gas Storage Report - EIA KypSC Case No P of 1
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eia US. Encrgy Information

Administration

Weekly Natural Gas Storage Report

for weeh snding Juty 19, 2013, | Released: .k 25 “MIA1 100 an | Next Release: August 1. 1Y

Summary et CSV  JSNWorking gas In underground storage, lower 48 states
Historical Gomparsons

Slocks Year 3go S-Year aversge
biion cubic feet (Bef (0719/12) (2008-2012)

Reglon or:19/13 ornanl change (8en % change {8ch) % change
Eaat . 1.308 . Las 25 1.572 189 1,420 84
Weet 455 451 4 494 79 428 68
Producing 1,025 | 1,013 12 .11 84 980 a0

Salt 274 343 1 243 128 172 583

Nonsait 75t 729 12 878 143 807 -89
Totsd 2,788 2,748 4 3.188 -128 2812 -1.6
Summary
Waorking gas n slorage was 2,786 Bcf as of Fruday, July 19, 2013, g lo EIA This 18pr ts & nel
incragse of 41 Bef from iha previoys week Slocks were 399 Bef joss than kngl yoar al ths time and 48 Bcf bolow tho 5-
yaar avarage of 2,832 Bct. In the Eas) Reglon, stocks wore 120 Bet below the 5-year ge foltowng net mj of25

B!, Siocks in tha Producing Region wera 45 Bcf above the 5-year average of 080 Bcl after a net injection of 12 Bct
Slocks in the West Region wers 29 Bel above tha 5-year average ahter 8 nel addition of 4 Bef At 2.786 Bet, total working
gas is within the § year hisiorical range.

Vorking gaein underty a4 290 Paednithihe Syou PR

3800
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§ yow masmam . minirumangs
— Low &
= —- e w00
Tl Sowres: U.4. Energy informatlon Administ ien

Nota: The shaded ama the range b the hi minemum and valuns for the waskly senies from 2008
hiough 2012

Source: Foim EIA-912, “Washly Undergiound Netral Gas Storage Report * The dashed ventical hnes indicele cutien and yeur ugo
weckly perods.
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PIRA
North American Gas Price Overview
Per MMBTU
June 25, 2013 Release

Jan-11 . ~Jan-12 | Jan-13 . Jan-14

Feb-11 . Feb-12 '+ Feb13 Feb-14
Mar-14 ¢+ Mar-12 ~ Mar-13 ! Mar-14
CApr-11 . Apr-12 | ' Apr-13 ~ Apr-14
May-11 L May-12 . May-13 ! May-14
Jun-11 - Jun-i2 .. Jun-13 ! Jun- 14‘ .
Lduktg - Juki2 | Ju13 tJdulg
Aug-11 " i Aug-12 | | Aug-13 | i Aug-14
. Sep-i1 _ Sep-12_ ' Sep-13 ;.. Sep-14 .
{0t Oct12 . Octi3 | | Oct14 |
i Nov-1i Nov-12 ~ | .. Nov-13 i . Nov-14

" Dec13

| Dec-i1 : ; Dec-14 -

Average' *
L2014 s

“Average |
L. 2018 1

.

R
2012 { $

| Average T
poam s

' Summer |

. Summer |
2013 |

A ~ Summer | s
c2011 ¢

L2012 T
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‘Winter 2013{
l...2014 (7

‘Winter 2011-¢ $ Winter édféi " '$A
Lo212 P..2013 0 1T
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Hedging Meeting 7-27-2013.xisx 7/24/2013 PIRA Prices
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North American Gas Forecast Manthly

June 25, 2013 : NATURAL GAS

M
U.S. GAS PRICE SCORECARD: JULY 2013 — OCTOBER 2013

Beearish Neudral Bulish
ey

e - cmevans iy ed = mom e

e e et ot s+

o a— = S PSR i B — # St . ¢ - gt ey et

PIRA Energy Group, 3 Park Avenue, 26" Fioor, Naw York, NY 10016-5989 (Tel) 212-686-8808 (Fax) 212-686-6828 www.pira com 2
For authorized subscribers only. Copyright & 2013 PIRA Energy Group. Al rights reserved.
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Price Projections

Analysts: $4 Cap Likely on Supply, Coal Use—7/24/2013

Any upside for gas prices will be limited to around $4/MMBtu over the next three months
due to gas-to-coal switching, forecasts for cooler temperatures, and producers’
willingness to keep drilling.

Bank of America predicts prices will be capped within the $3.50-$4/MMBtu range in the
third quarter due to increased output and producers slowly adding drilling rigs. BofA
has revised their production growth forecast from a 200,000 Mcf/d decline to 40,000
Mcf/d growth this year.

“Given the temperatures (NWS predicting below-average temps across the eastern half
of the US in the next two weeks) and storage trends, | expect that the market will
languish in current mode over the next 60-90 days. The near-term price range for the
12-month NYMEX strip is expected to be at $3.75/MMBtu to $4.25/MMBtu.” If the
remainder of the summer shows insufficient cooling demand, prices might reach a
$3.20/MMBtu handle during the shoulder season.

Goldman Cuts Price Outlook on Strong Production—7/9/2013

Goldman Sachs has lowered their 2013 gas price forecast due to stronger-than-
expected gas production resulting from the reduction of bottlenecks in the Marcellus
shale. Goldman forecasts NYMEX gas futures to average $4.05/MMBtu for the balance
of 2013, $3.85/MMBtu for the third quarter and $4.25/MMBtu for the fourth quarter.
Goldman had forecast a $4.40/MMBtu average for the balance of 2013.

“As nationwide gas rig counts have remained stable, the analysts predicted that
production growth will prove temporary. They said that for drilling activity to increase
outside of the Marcellus, prices will need to average $4.25--$4.50/MMBtu for a
sustained period.”

/8
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Miscellaneous Information

Summer/Fall Nuke Output Seen Limiting Gas Need—July 24, 2013

According to Barclays, output from the nuclear fleet for the rest of 2013 should be much
higher than the corresponding months of 2012, reducing gas demand for power burn.

Barclays estimates that monthly nuclear output will exceed last year's levels by 1.6 GW
this month, quadrupling to 6.5 GW in December. Gas demand would fall an average of
500,000 Mcf/d year-over-year in the third quarter and 1.6 Bcf/d in the fourth quarter,
assuming natural gas is the marginal fuel.

“History is unlikely to repeat itself this fall as last year saw an especially large number of
planned outages, and the nuclear fleet in the Northeast was shuttered by Hurricane
Sandy."

Gas Demand Set to Galn From Nuke Retirements—July 18, 2013

“While gas-fired power generation has played a big role this year in filling the gap left by
temporary nuclear outages, gas' share of the overall generation mix could grow a more
permanent basis as nuclear plants are retired over the next several years.” Everywhere
that nuke plants end up retiring, there is a good chance that will be replaced by gas-
fired generation.

Nuclear generation makes up 20% of the national fuel mix and is expected to remain at
that level through 2017. Three plants (San Onofre, Crystal River-3, and Kewaunee)
have been designated this year for retirement capable of producing around 3.7 GW of
power. San Onofre has been offline since early 2012, Crystal River was shut down in
the fall of 2009, and Kewaunee was shut down due to depressed power prices and low
gas prices.

The nuclear industry “has reached a point of a nuclear renaissance in reverse. That is
partially because of a consensus among analysts that a significant period of low gas
prices is at hand, creating considerable competition for plans to expand or even retain
the US nuclear fleet.”

As much as 3,000 MW of nuclear generation, or about 3% of the 101,350 MW US fleet,
could be at risk of retirement due to regulation-mandated investments and a low power
price environment as a result of cheap gas.

/9
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Winter Strip Nov13 - Mar14
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Winter Strip Nov14 - Mar15

KyPSC Case No. 2012-180

2014 Annual Report PUBLIC

Page 108 of 325
"%, 1 e102/e/L
w
oar 1 £102/€/9
:él' 1 e102/e/s
v + ELOZ/EMY
“.‘_ 1 eLoz/ere
*‘:{ t eLozrere
g 1 E102/E/L
h,-n”' 1 zL02/€/2!
.‘;f" + 2Log/e/LL
‘Q"f.’: | + 2log/e/or
5 1 2102/8/6
"y
‘:-' + 2loz/e/s
'-‘;;,s 1 21o2/e/L 3
A 1zioeEl | S
""»‘:? 1 2102/€8/S ;
&
+ cLoz/ely -
e tewozee | §
g Lziozere | ™
J;:; ; 1 zroz/en
¥ + Liog/elel
',.'1: 1 L102/e/ 1
o+ 1 1102/€/01
2 1 1102/6/6
.5}')' 1 1102/E/8
""--~ 1 1102/€/L
. 1;,?" { 1102/€/9
.}»-' 1 Lioe/e/s
19 - L102/E/
3 - 1102/E/E
,;{ L 110e/e/e
et L102/E/
2 8 2 8 3 8 2 8 a
& 3 83 P4 3 3 a a &3
uip/$

23




KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 109 of 325
it
%‘  e102/6/L
o +€102/8/9
‘,,‘-_’. 1 eL0z/8/s
[ 1 eroz/e
b, 1 e1oz/e/e
,,’-f + groz/e/z
o 1 €102/e/L
l.?.
,:;;f +eroz/elzs
"} ¥ -+ 2102/e/1t
":..,’ 1 2102/E/04
Tt 1 z10z/Es8
oy 1 z102/8/8
%, Lakozlele [
N (7]
10 4,-? +erozen | §
o | ¢
N B ':-.,, - 2102/e/S z
2 w, + 2102/E/ -
[ ol l. .
‘g ,‘;:"'" tewoziere | &
E R 1 2Loz/ere
3 o' Lzioz/en
» . 0! '*
""',. + 1102/E/24
Y 4 ¢
e 1 L102/E/8)
A
—,f'." + 11L02/E/01
Ay 1 1102/¢/6
.D.'.
VR 1 1102/E/9
K,
¥ T 1 1102/8/L
, ;' ' L 1102/8/9
Yy 1 102/¢/5
ot
¢ "::.,, 1102/
%, | Lioz/eie
i 1 hozierz
¥
e e e e e s e e e e L1 ORESL
g 2 2 2 2
< 3 a 3 2 3
wp/$

24



Winter Strip Nov15 - Mar16

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 110 of 325
‘ g 1 e10z/e/L
‘-'. r + €£102/€/9
“.5‘} 1 e10z/e/s
* - £102/6/V
1 €102/e/E
"f 1 e102/5/2
: 1 g0z
o :i
,},} 1 zLoz/e/2)
A 4 1 z10z/eL
"m‘ } z102/8/01
Wy,
"%, 1 zL02/806
‘*f T 2Loz/e/8
e, +elozell (3
3 :
o rewesn |5
‘b,,' 1 2102/8/S s
C o * 3
” . T 3103/9/?
<, -
e 1 zL02/elE &
'55_‘ ; 1 2102/€/2
jl’s'" 1 zroz/e/
el 1 1102/E21
ot
ot 1 1oz/e/t
47 1 vrozis/or
. g"" L 1102/e/6
% » 1 1102//8
4,
i 1 110z/E/L
J »
P L 110z
¢
wg! L102/€/S
) 0‘ ’
e, - 1 LOZ2/ElV
¢‘~n.
L4 1 1roz/ese
4 ] vi02/8/2
t 1102/El)
8 a 8 8 3 3 8 3 8 a
Py 8 3 a Q 3 3 8 g 3
yip/s

25



Summer Strip 2016

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 111 of 325

Y 4
|f"

rqlp

E102/E/L
T €102/E/9
+ E102/E/S
1 €102/E/V

 £102/E/E
1 E102/ErR
L £102/E/L
1 z102/Er21
1 2102/e/LL
1 z102/e/01
1 z102/e/6
1 2102/e/8
1 z2102/e/L
+2102/e/9
1 z102/e/s
1 2102/6/
1 z102/6/E
1 zZ102/e/2
1 z102/EN
T L102ER)
+ 1102/l
- 1102/6/01
1 1102/E/6
+1102/E/8
1 1102/€/L
+ 1102/E/9
1 1102/E/S
1 1102/E
} Lioe/ere
+ 1102/E2
1402/€/1

3

]

1

$7.00

$6.50

$5.50
$5.00

$4.50

up/$

26

$4.00

$3.50

$3.00

$2.50

Low -Close

High




KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 112 of 325

Independent Statistics & Analysty

eia U.S. Energy Information
~ Administration

July 2013

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption

EIA expects that natural gas consumption, which averaged 69.7 Bef/d in 2012, will average 70.1 Bef/d
and 69.7 Bcf/d in 2013 and 2014, respectively. Colder winter temperatures forecast for 2013 and 2014

ared with the record-warm temperatures in 2012) are expected to increase the amount of natural
gas used for residential and commercial space heating. However, the projected year-over-year
increases in natural gas prices contribute to declines in natural gas used for electric power generation
from 25.0 Bcf/d in 2012 to 22.4 Bcf/d in 2013 and 22.2 Bcf/d in 2014, although these forecast levels are
still high by historical standards.

According to BP Statistical Review of World Energy, the US recorded the world’s largest increase in
natural gas consumption and production in 2012, while also witnessing the highest drop in coal use.

U.S. Natural Gas Production and Trade

Natural gas marketed production is projected to increase from 69.2 Bcf/d in 2012 to 70.0 Bcf/d in 2013
and to 70.4 Bcf/d in 2014. Onshore production increases over the forecast period, while federal Gulf of

Mexico production from existIng fields declines as the economics of onshore drilling remain more
favorable. Natural gas pipeline gross imports, which have fallen over the past five years, are projected to
remain near their 2012 level over the forecast. LNG imports are expected to remain at minimal levels of
around 0.4 Bcf/d in both 2013 and 2014.

Crude Qil Prices

After declining to a 2013 year-to-date low of $97 per barrel on April 17, Brent crude oil spot prices
increased to an average of $103 per barrel in both May and June. EIA projects the Brent crude oil spot
price will fall from an average of $112 per barre!l in 2012 to annual averages of $105 per barrel and $100
per barrel In 2013 and 2014, respectively, reflecting the increasing supply of liquid fuels from non-OPEC
countries.

After averaging $94 per barrel in 2012, the forecast WTI crude oil spot price averages $95 per barrel in
2013 and $92 per barrel in-2014. By 2014, several pipeline projects from the Midcontinent to the Gulf
Coast refining centers are expected to come on line, reducing the cost of transporting crude oil to
refiners, which is reflected in a narrowing in the WTI price discount to Brent next year.
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Duke Energy
Hedging Meeting—August 8, 2013

At the July 26, 2013 Hedging Meeting, a decision was reached not to
hedge additional volumes, however, due to concerns about pricing
volatility a decision was made to monitor the market for significant
price movements.

NYMEX prices for April 2014—March 2015 strip have decreased
significantly from the July 26, 2013 meeting of $4.063 to $3.790
based on August 8" pricing levels.

On August 8, 2013, Jim Mehring, Jeff Kern and Steve Niederbaumer
met to discuss additional hedging in light of current market conditions.
Information reviewed included pricing information and the current
position of the Ohio and Kentucky Hedging Programs. Discussion
focused on the volatility in the financial markets, the current mild
weather (and expectation for more mild weather) and its impact on
storage levels.

After discussion, a determination was made to hedge additional
volumes in Ohio and Kentucky.

MWere contacted for il Oth/day for

10 an th/day for Kentucky for Apr 14—Mar 16 on
Columbia Gulf Mainline. [ vid--S NG -
N bid--

was selected as the winning bidder based on the lowest

price.

were contacted to convert FOMI base gas

— and [N
o a fixed price. |00 T iC S

bid was accepted for Dth/day, Nov 13-Mar 14 on

[
!o|um!||a Gulif Mainline for Duke Energy Ohio and il Dth/day for

Duke Energy Kentucky



Duks Energy Kentucky

Hedging Program - Current Position
November 2012 - October 2013
As of 08/08/13
~ Nov-12.. ©::Dec-12°-" . 13 - Feb-13 - Mar-1377 i Apr13:: i May-13 o dun-13 - Jul-1d s - Aug-13 Sep-13 Oct-13
Load Forecast i
City Gate Load Forecast (Mcf)
TCQ FSS Injections (Mcf)
Total Requirements (Mcf)
TCO FSS Withdrawals (Mcf)
Other *Withdrawals® (Mcf)
Total Withdrawals {Mcf)

Total Hedged {dth)

s of Hedgin ucts (1
Fixed Price
Price Caps
No-Cost Coliars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth) .
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

{1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.

orignd Hoday [enuuy $107
081-710Z 'ON 358D DSdAM

STEJO p11 33eg



Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawais (Mcf)
Other "Withdrawalis" (Mcf)
Total Withdrawals (Mcf)

ay,
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Pnce

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gats
Hedged (City Gate) (Dth)
Storage Withdrawa! (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 08/08/13

Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

aridndoday (enuny y1oz
081-Z107 *ON 358D DSJAN

STEJO S11 33eg



Duke Energy Kentucky
Hedging Program - Current Pogition
November 2014 - October 2015
As of 08/08/13

Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15
Load Forecast
City Gate Load Forecast (Mcf)
TCQ FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wahdrawals (Mcf)
Other "Withdrawals" (Mcf)
Total Withdrawals (Mcf)

Tota! Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Pnce Caps
No-Cost Coliars

Embedded Hedged Cost
Winter
Summer

Estmated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedqed with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) {Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

May-15

Jun-15

Jul-15

Aug-15

Sep-15

Oct-15

OI'1d0d 1oday [enuny 107
081-Z10Z "ON 358D DSJAM
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As ol 0808/13

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16
Load Forecast
Cuy Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf}

TCO FSS Withdrawals (Mcf)
Other *Withdrawalis® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/dav)
18D
T8D
T8D
Total Hedged (dth/day)
Total Hedged (dth)
Types of Hedging Products (1)
Fixed Price
Price Caps
No-Cost Coltars
Embaedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) {Dth)
Storage Withdrawal (Dth)
Marke1 (Dth)
Total (inct. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxmum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Apr-16

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Qct-18

JI'1d0d Hoday [enuuy p1oz
081-Z10Z "ON 358D DSJAM
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Duke Energy Kentucky
Hedging Program

Current Position |

|

System Hedged to Date Next Target (10/31/13) ‘

Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas
Excluding Storage Gas
Including Storage Gas
ITariel Levels By October 31, 2013

Apr-14
May-14
Jun-14
Jul-14
Aug-14

Sep-14
Oct-14

Summer 2014
Target Levels By March 31, 2014

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15

Winter 14/15
Target Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31, 2014
Nov-15
Dec-15
Jan-16
Feb-18
Mar-16
Wln_ter 15/16
ﬁarget Leveis By October 31, 2013

Apr-18

May-16

Jun-18

Jul-16

Aug-16

Sep-16
’ Oct-18 T
Summer 2016 ey

Target Levels By March 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price .
S-yr.avg. | Last Year ||

(08/09:12/13) (mz 3013).

PIRA. | EIA [ NYMEX | |. HedgedPrices .
26-Jul-13| 9-Jul-13 | 8-Aug-13] | Ohlo. . 'Kéftucky: -

Sep | $428 | $263
Oct | $4.36 -$3. 02f'
Nov | ss21 | sdar
: $4 54 | $3.70
$452 | $3.35°
-$399° |.$323
“$343: ).
$3 985:-":"‘ g

- +.$3.680 | 33235‘
.. 837401  $3.261
. $3.880° saaaf
- $3900- 4
$4000:.
"$3840‘. "~ $3.830:}

-

$4 15" ‘ i, : 'f$‘3 560' -+ $3,603¢|"
945 »i“=$373°‘ 3

T;i:'-‘sa 950

Aug | $380 | $346. ;
i. $3813

12MonthAvL '$4.02° = $352

BA BN AB@BNGN®B NN

“|Summer Average T $3.740
WInter Average ' $3. 916:
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Winter Strip Nov13 - Mar14
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Duke Enerqy Ohio
Previously Hedged

Tex Gas Zone 1
Total

System Supply

Duke Energy Kentucky
Previously Hedged

Col Gulf Mainline
Cot Gulf Mainline
Col Guif Mainline

Total
System Supply

Duke Energy--Total
Previously Hedged
Total
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked in
Winter 2013-14
Dth/Day
November December January February March Total

System
Supply

/8
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Gas Resources Page 127 of 325
Hedging Program
Market Indicators Summary
August 26, 2013
Price Page
Pressure Term Comments Rgf
Weather
NOAA predicting above average temperatures for November 2013--
January 2014 for the majority of CONUS except for the coastal states in
ng T Fi
Long Term Forecast (Nov 13-Jan 14) T ¢ Long the Southeast. "Farmer's Almanac* predicts a colder-than-normal winter 12
for two-thirds of the country.
September is predicted to be 2.3% colder than normal based on 10 year
Mid Term Forecast (30-60 days) <+—> | Long |normals and October weather is predicted to be 0.6% warmer than 13
normal.
Short Term Forecast (6-10 days) T Short |Above temperatures across the CONUS except on the West Coast, 14
Gas market less prone to price spikes due to tropical storm activity.
Tropical Storm A -«—> Production from the Gulf now accounts for just 6% of US production
ropical Storm Activity Short compared to 20% 10 years ago. Tropical cyclone formation is not
expacted during the next 48 hours.
Storage inventory
Storage injections for the week ending August 16th were 57 Be!. Storage
EIA Weekly Storage Report <—> | Long |levels are at 3,063 TCF which I8 7.2% lower than last year and 1.5% 15
higher than the 5 year average.
Industry Publications
PIRA Energy Grou BGAS PRICE SCORECARD: "Early Bird" Gas Price Outiook for 2014
Winter 2013/14: T Long |*Bulilsh®. Current prices cannot be sustained given the 2014 injection 16-17
Summer 2014: season.

Marcelius shale production seen glutting the market. Marcellusisa
monster and production keeps growing. According to Bank of America, it
may be hard for US prices to push higher than the current $3.90/MMBtu
Gas Dally--Price Projections <«—» | Long |for 2014 due to drilling efficlencles, remarkable well performance and 18
higher recoverable gas estimates. Coal-to-gas switching still provides the
lower boundry for gas prices at $3.50/MMBtu. Fitch has set their 2014
gas price estimate at $4.00.

There are over 1,500 wells awaiting completion or pipeline connection, If
these wells go online production could exceed growth experienced in

l Long |2012. Barclay’s expects output from Marcellus and Utica shales to grow 19

by 46%, or 3.6 Bet/d in 2013 to 11.44 Bef/d and another 29%, or 3.3 Bef/d

Gas Dally—-Miscellaneous Information

in2014.
Government Agencles
Energy information Administration The projected Henry Hub natural gas spot price averages $3.711/MMBtu
Winter 2013/14: $3.912 l Long [for 2013 and $3.954/MMBtu for 2014, EIA has decreased its price for 20
Summer 2014: $3.877 2013 by $.05 and increased $.05 for 2014,
Technical Analysis
Winter 2013-14 Strip Chart % | shot [Closed at$3s2 21
Summer 2014 Strip Chart % | short|Closed at$3.87 22
Winter 2014-15 Strip Chart % | short [Closed at $4.16 23
Summer 2015 Strip Chart % | 'short |Closed at $4.04 24
Winter 2015-16 Strip Chart 4 | short [Closed at$4.33 25
Summer 2016 Strip Chart % | short|Closed at$4.15 . 26
Economy
EIA projects total natural gas consumption will average 69.8 Bcf/d in 2013
Demand <+—p | Long |and 69.3 Bet/d in 2014. Increased usage for residential and commercial 27
space heating being offset by deciines In power generation.
Total marketed production will increase from €9.2 Bef/d in 2012 to 69.9
Supply “—> | 19" |Betid in 2013, and 70.5 Betid In 2014. 27
Brent crude averaged $112 per barrel for 2012. EIA expects Brent crude
Ol Market J 1o average $106 per barrel and $100 per barre in 2013 and 2014, 27

Long respectively. WTI crude averaged $94 for 2012, EIA expects WTI crude
to average $97 per barrel and $93 in 2013 and 2014, respectively.

Mesting Minutss: 426 Annex Conference Room - 1:00 pm

Attendses: Jim Mehring, Jeff Kemn, Mike Brumback, Joachim Fischesser, Mitch Martin, Steve Niederbaumer

Discussed market fundementals including weather, storage, consumption, supply, winter and summer strip charts, DEQ and DEK's hedging
program as well as analyst forecasts for future price movements. Significant discussion took place regarding the recent run-up in NYMEX prices
as a result of hot weather and the expectation of continued hot weather. In addition, discussed the results of hedging completed since the last
Hedging meeting. Acce bid of JRtcr JOtH/d for Kentucky for the periad April 1, 2014—March 31, 2016, In addition,
contacted I and to convert FOMI supply to a fixed price for the Winter 13/14, Accepted id of SN or IROtvd
for Kentucky for the period November 2013--March 31, 2014. Based on these factors a decislon was made not to hedge additional volumes at this
time.




Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Totatl Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)

Cost Avg. (
Total Hedged (ditvday)
Total Hedged (dth)

T of Hedging P 1
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hed with St e @ City Gat
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 08/26/13

S unet3n e Juk13 - Aug-1ad Sep-13 Oct-13

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.

Jridnd Hoday [snuny $107
081-Z10Z ‘ON 258D DSdAM

STEJo 871 33ed



Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 08/26/13

Nov-13 Dec-13 Jan-14 Feb-14 Mar-14

Apr-14  May-14 Jun-14

Juk14  Aug-14  Sep-14 Oct-14

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wnhdrawals (Mcf)
Qther *Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
Fixed Price

Fixed Price
Fixed Price
Fixed Price
Fixed Price
Fixed Price

Totat Hedged

Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price .

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Wintsr months and 40% Summer months.

Jridand Hodday [enuny $107
081-T10Z "ON 358D DSJAN
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Duke Energy Kentucky
Hedging Program - Current Poasition
November 2014 - October 2015
As of 08/26/13

Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Juk-15 Aug-15 Sep-15 QOct-15

Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCQ FSS Wathdrawals (Mcf)
Other “Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged {dth/day)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Pnce Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hed with Storage @ City Gate
Hedged (City Gate) (Dth)

Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage N
Seasonal % & x
>
(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months. E §
=g
s 4
]
3% %
g3
2EE
na 8
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Duke Energy Kentucky
Hedging Program - Currant Position
Navember 2015 - October 2016
As of 08/26/13

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16
Load Forecast

City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Pnice
Price Caps
No-Cost Collars

Embedded Hedged Cost

Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth) -
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging prodbct is 25% for Winter months and 40% Summer months.

or1dnd 3oday jEnuny $107
081-Z10Z "ON 358D DS
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Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target {10/31/13)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dibvday

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storage Gas

Target Levels By October 31, 2013

Apr-14
~ May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2014

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

[Target Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31, 2014

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Wlnlgr_ghe

fTarget Levels By October 31, 2013

Apr-168
May-16
Jun-16
Jul-16
Aug-18
Sep-16
Dct-16
Summer 2016
Target Levels By March 31, 2014

/0
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr.avg. | Last Year || PIRA EIA NYMEX Hedged Prices
08/09-12/13) | (2012-2013) 26-Jul-13 | 6-Aug-13 | 26-Aug-13 Ohio _ Kentucky
Sep | $428 | $2.63 $3.540| s3525| |s
Oct | $436 | $3.02 $3500| s3ses| |s
Nov | $4.21 | $3.47 $3.790| $3.683] |$
Dec | $4.54 | $3.70 $3.930| $38s4) |s
dan | $452 | $3.35 . $4.030| 33939 | |$
Feb | $399 | $323 ' $3970| $3930| |$
Mar | $3.71 | $3.43 $3.840| s3.868| |$
Apr | $3.58 | $3.98 $3690| s$384a7| |$
May | $3.63 | $4.15 $3630| $3850| 1$
Jun 1 8372 | $4.15 $3790| sasso0| |$
qu $3.90 | $3.71 $3960| $3ee9| [
Aug | $3.80 | $3.46 $4.000| s3905| |$
12Month Avg  $4.02 $3.52 $3.813 $3.612 s

11
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KyPSC Case No. 2012-180
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Warm changes from Midwest
back into West

Coolest anomalies still in
Southeast

Warm changes were noted this week from the Midwest back into the
West, where aboves extended a little closer towards the coast. The
change comes as the pattem for the beginning of the month looks to
support widespread warmth from the Interior West into the Plains and
Midwest. The latest CFS model Isn't quite on board-it supports the
westem warmth but shifts it further west while showing marginal belows
in the Midwest and belows in the Southeast. Troplcal cyclones could
complicate matters both from the Pacific side and from the Atlantic,
teaving confidence in the month ahead rather low. A rise In Atlantic

‘] tropical activity and a westward shift in the mean ridge supported by
MJO trends could lead to some cooler risk in the South and East at
times.

-1 .0t0-1.9 --20to-29 - 3.0t0 4.9 - s-5.0

Warm changes in the West

Still seasonal/cool! in the
Southeast

Some warm adjustments were made in the West for our October
forecast with the 0 line backing closer to the coast and aboves
expanding further across the Rockles. The overall pattem still echoes a
typical negative PDO pattem and shares some themes with a typical
positive AMO pattem. The CFS model doesn't quite agree with the
forecast, showing marginal aboves limited mainly to the Great Basin,
northem Plains, and New England, with mostly normals elsewhere. The
ECMWF, meanwhile, Is warmer in the south-central US and Northeast,
but cooler over the Midwest.

sfent troughlng 2s kept lhe East “Cooler,
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Sep PWCDD** Forecasts *10Y Normal updatad to ‘03-12 | {Oct GWHDD** Forecasts *10Y Normal updated to *03-12
10Y Normal‘ 180.2 10Y Normal* 279,6
Sep 2013 Fest:| 1 76.0 [sovvomai © 1728 | loct 2013 Fest: | 278.0 |sovNomat 2187
Sep-2012 184.6 Oct-2012 283.9
Change: +3 ..\ ssonal Popustonweightes coos | | PWCOD Forecast: s cnanqa: 2 ““National Gas-Weighted HODs

o ) R e
; 0 - :

SRR P R Ay

LR T 2

o e BRI

MDA lnformation Systcms LLC 820 West Diumond Ave, Suite 300, Gaithersburg, MD 20878

Tel 240-833-8300 Fax 240-833-8301

www.mdaus.com

©2013 [n29000000107.pdf—Version 2.3}




KyPSC Case No. 2012-18
2014 Annual Report ?ékﬁﬁa of 1
Page 136 of 325

pra TR, i e . P ;
90% 80% 70% 60% 50% 40% 33% 33% 40% 50% 60% 70% 80% 90%
Probability of Below

Normal Probabllity of Above

/Y



Weekly Natural Gas Storage Report - EIA

e/ié-' US. Energy Information

Administration

Weekly Natural Gas Storage Report

for weeh ending Augus! 18, 2013. | Relessed: Angun? 72, 201348 10w | Next Releass: Aupwt 29 2013

Summary text  C3V  JSNWorking gas In underground storage, lowsr 48 sistes

Hystonical Comparsons

Stocks Year ago 5-Yoar average
biion cubic leet {Bcf) (ofv1es12) (2008-2012)

Reglon 08/16/13 08/09/13 change {8¢cn % change (Befy % change
Esst 1,508 1,459 47 1.705 417 1,609 64
West 500 404 6 489 22 4 134
Producing 1.057 1.053 4 1,107 45 969 0.1

Salt 258 261 -3 218 183 154 ars
. Nonsait 709 792 7 889 -10.1 :1}] 290
Total ~ 3.083 3,008 14 3,301 -7.2 3019 1.8
Summary
Working gas i storage was 3,063 Bef as of Fitay. August 16, 2013, gtoEIA This rep! ts 8 net
incraase of 57 Bef from the previous week. Stocks were 238 Bef lesa than las! year at this time and 44 Bef above the 5-
year averags of 3.019 B¢t In the East Rogion, stochs were 103 Bet below the 5-year ge loliowing net inj ofa?

Bcf. Stocks in the Producing Region were 88 Bef above the 5-yeas average of 969 Bct after & net injection of 4 Bel. Siocks
in the Wost Region were 59 Bcl above the 5-year average after a net addivon of § Bct. At 3,063 Bet, tatal workmg gas is
within the 5.year historical range.

L o 0 conpuedwith the §-yea
billloncubic feed
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Note: The shaded ares ini Me range b he b in and ‘ vakies for the weekly sades from 2008
theough 2012,

Sowoe: Foim EIA.912, "Weehly UIndergraund Natral Gas Stonege Report.” The deshed vertical ines mdinsie curent and year ago
weskly petiods.
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PIRA
North American Gas Price Overview
Per MMBTU
July 26, 2013 Release

Jan-11 “Jan-12 . Jan-13 Jan-14

Feb-11 Feb-12 . _ Feb-13 Feb-14

Mar-11 Mar-12 | ; Mar-13 Mar-14
_ Apr-11 ' Apr-12 : t Apri3 " Apr-14

May-11 ! May-12 | ¢ May-13 ¢ May-14 -
© Jun-11 P Jun-12 . Jun-13 i Jun-14
D dukit CoJul12 ! " Jul13 P Juk14
 Aug-it ] . Aug-12 !  Augi3 . Aug-14
i Sep-11 ! .. Sep12 | Sep-13_, . Sep-14_ '
. Octf1 . Oct-12” ' | Oct13™ Oct-14 "}
i Nov-11 i : Nov-12 ! . Nov-13 N . Nov-14 .
{ Dec-11 i Dec-12 | | Dec13_ ! Dec-14

© Average '~ Average | | “Avérage " [ T Average” ]
- poo2012 1S {2013 .$ i 2014 48
' Summer $ " Summer :S { Summer ; $ . Summer | s
b2 Y po.2012 7 2013 | {2014 .7
‘Winier 2011-  Winter 20121 , Winter 2013]
L2012 [ ? i 2013 |? L 2014 |7
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North American Gas Forecast Monthly

July 26, 2013 NATURAL GAS

“EARLY BIRD” U.S. GAS PRICE SCORECARD: 2014

Bearish Neudral Bullish

PIRA Energy Group, 3 Park Avenue, 28" Floor, New York; NY 10016-5989 (Tel) 212-686-6808 (Fax) 212.688-6828 www.pira.com 2
For authorized subscribers only. Copyright © 2013 PIiRA Energy Group. Al rights reserved.
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Price Projections

Marcellus Seen Glutting Market, Capping Prices--8/23/2013

Two analysts reduced their expectations for gas prices, resulting from Marcellus Shale
production glutting an already crowded market.

“The Marcellus is a monster and production keeps on growing. We believe it may be
hard for US natural gas prices to push much higher than the current $3.90/MMBtu for
the calendar-year 2014 strip and see some downside risks to our $4.20/MMBtu for next
year.”

Producers in the Marcellus report remarkable well performance, improved drilling
efficiencies, and increasing estimates of recoverable gas on their acreage.

“Some producers show internal rates of return in the Marcellus of 96% at $4/MMBtu.
The strong resuits are now leading us to upgrade our dry production growth forecast to
600,000 Mcf/d in 2013 and to 1.5 Bcf/d in 2014, likely placing a cap on US natural gas
prices for the time being” according to Bank of America. Coal-to-gas switching by
power generators still provides the lower boundary for gas prices at $3.50/MMBtu.

“Switching picks up exponentially at low prices but comes to a sudden halt at higher
prices. Below $3.50/MMBtu, every 10-cent decline in gas generates a 350,000 Mcf/d
increase in gas demand, while above $3.50/MMBtu the additional demand generated
falls to 200,000 Mcf/d.”

Fitch Says Gas Is Range-Bound, Will Average $4/Mcf in 2014—8/13/2013

Fitch Ratings has set their 2014 gas price estimate at $4/Mcf with a longer-term price of
$4.50/Mcf.

“While weather will continue to play a role in daily prices, Fitch said coal prices will set
gas’ lower price deck at $3/Mcf, while the ability of producers to crank up production
quickly sets the higher end of the range at $4.50.”

/9
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Miscellaneous Information

Pennsylvania Well Backlog Grows, Marcellus Drilling Still Booms—
August 26, 2013

According to Barclays the number of wells awaiting completion or a pipeline grew 8% to
1,546 in the first six months of 2013 compared to 2012.

“With more than 1,500 wells in the backlog, if all the wells in the backlog were brought
online within a year production growth could exceed the growth experienced in 2012."

Barclay’s expects output from Marcellus and Utica shales to grow by 46%, or 3.6 Bef/d
in 2013 to 11.44 Bcf/d and another 29%, or 3.3 Bef/d, in 2014,

“Given the infrastructure expansions that we are expecting to see in the Marcellus, we
believe that production growth in the Marcellus should outpace last year's level.”

Marcellus/Utica to Grow 7 Bef/d by 2015—August 15, 2013

Production growth in the Marcellus and Utica shales continues to outpace expectations
with output expected to grow by 3.6 Bef/d in 2013 and another 3.3 Bcf/d by the
beginning of 2015.

“Northeast production likely surpassed regional demand for the first time this spring and
while consumption is expected to outpace regional supply this coming winter, the
Northeast is likely to become a net exporter throughout most of the year by 2015 as
storage capacity may be sufficient by then to cover any seasonal needs.”

Nor'theast gas will have to flow out of the region, and we expect Northeast prices to be
increasingly discounted, not only relative to Henry Hub, but also to the Midcontinent and
Western markets.

19
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Energy Information Administration
Henry Hub Pricing
| Per MMbtu
August 6, 2013 Release
Jan-11 ! 4.49 _Jan-12 267 Jan-13 333 Jan-14 4.03
_ Feb-11 409 ' Feb12 250 Feb-13 ' 333 . Feb-14 : 397
Mar-11 | 397 . Mar-12 2.18 . Mar-13 3.81 Mar-14 3.84
Apr-11 4.25 - Apr12 1.95 . Apr-13 : 417  Apr-14 3.69
May-11 | 431  May12 243 . May-13 404  May-14 363
© Jun-1t 0 455 ' Jun12 . 246 Jun-13 | 383 Jun-14 = 379
Codu-it b 442 S Ju12 . 285 ¢ QU130 362 Jur4 396
. Aug-1l ¢+ 405 : Augi2 | 284 | Aug13 ' 355 Aug-14 4.00
. Sep-11 | 390 ¢ Sep-12 | 285 . Sep-13 | 354 | Sep-14 4.02
i Oct-11 | 356  Oct12 332 | QOct-13 ! 359 | Oct-14 : 4.05
Nov-11 324 : Nov-12 ! 354 . Nov-13 3.79 Nov-14 4.19
Dec-11 | 317 | Deci2 ! 334 | Deci3~ 393 [ Dec-14 = 4.28
i : b - . Deedd .,
* Average | ! ! Average 7T Average '. ’A\‘ré'r'égé"}“ §
. 2011 T8 4000 | 2012 $. 275, 2013 t$ 3711 2014 | § 3.954
g t ; : I
. Summer |, , .. i Summer ; “Summer , . Summer |
a0 |3 “'?49)’ a2 s ”“‘ o | 37" 2014 s,
‘Winter 201 14 ' Winter 2012 Winter 20131
ootz ,$ 2752 2013, !$ 34701 2014 s 3912
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Winter Strip Nov13 - Mari4
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Winter Strip Novi4 - Mari5

Page 145 of 325
i;}‘._
g + eLoz/e/s
s 1 e102/e/L
o
a5 1 €102/e/9
3,‘;" . £102/E/S
{ 1 gLoe/ey
b, + groz/ele
*‘K | 1 g1oz/e/z
g 1 e1L0z/e/1
. ,‘h')  2Loz/el2r
[4
, “"" +eLoe/e/tl
., + 2Log/e/ol
.
X - 1 zioz/ere
i 1 2102/e/8
)
. lziozei |8
L O
o5 +elozies |
*‘w.~, tzioz/els §
':, : t zroe/ely
o =
e o
_,&.w' T cLoe/e/e T
S + eroefere
{.‘s‘ T 1 zLo2/eL
1 1 1iozresz
o + L1L02/E/L)
+ L102/E/01
1 1102/€/8
+ 11oz/e/m
1 1102/e/L
} L1oz/e/
L 11oz/e/s
1 t10z/ev
- 1102/E/E
L1102/
L1L02/E/L
Q Q Q Q Qo Q (o} Q Q
s Q 0 Q 0 Q 0 S ]
& 8 @ A & & a 3 &
wyip/$

23



Summer Strip 2015

KyPSC Case No. 2012-180

2014 Annual Report PUBLIC

Page 146 of 325

W
g
2
‘ ‘%
<
A
[/
“.:h
é;a
q
’0
%
J‘S
o
{3
.“v..f. .
S
u.!.*:'
\'¢.
o
“t,..
g
o
L ]
v ..n (1)
ki
) ')
3
N Il*
':l.l L]
Lt
1yt
(]
l
g.:la
e
"
4
.‘.
{) '1
Sy
N
K
.."."
]
L) .: :h.
%,
— . i
@ 3 3 !
2 a & 2
yip/$

1 €102/€/8
+ €102/€/L
+ €102/€/9
t €102/€/S
T+ €102/ElY

+ €102/E/E
+ €102/e/2

+ €102/€/1
+ ehoz/ef2l
+2102e/e/ 1L
1 €102/E/01
1 ¢102/E/6
1 cloe/e/8

1 eLoe/e/L
+ C102/E/9
- 2102/e/S
T clog/Ely
+ gLoze/e/e

3

High Low -Close

+ eroe/ele
+ S102/E/L
+ Liog/efel
1 L102/E/LL
+ Lrog/e/ot
- 1102/€/6
+ L102/e/8
- L102/E/L
L102/e/9
1 1102/€/S
+ LLog/Ely
- L102/E/E
-L1oe/ere
Lh02/E/L

i

$2.50



Winter Strip Nov15 - Mar16

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 147 of 325

PR

e

v"’

o

-
-

—% e :'“.-

-
]

g

%:l

L+

»
> ¥
‘;.'.A egs ®
= 4 >

e .
=

- &
L‘Lf“t Rt

T €102/€/8
+ €102/e/L
+ EL02/E/9
+ E102/E/S
T ELO2/E/Y

1 E102/E/E
- £102/E/2
- £102/€/}
+ 2Log/efe)
- 2102/E/1 1
+ glog/e/ob
+ 21o2/ele
+ gLog/e/s
+ 2102/e/L
- 2102/€/9
- 2102/e/s
+ gloe/ely
+ 2102/e/e
+ 2102/e/2
+ 2102/e/}
+ L102/E/2)
-+ L102/E/L 1
+ L102/E/0)
+ 1102/€/6
+ L102/E/8
- | 102/E/L
+ L102/E/9
1 LLo2/els
L 1 102/
- L1L02/EE
- 1102/E/2
LLO2/E/L

]

S

$7.00

$6.50

$6.00

$5.50
$5.00

$4.50

Wp/$

2

S

$4.00
$3.50
$3.00

$2.50

-Close

High Low




Summer Strip 2016

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 148 of 325

2T e

™

2ARW

¥

Sooe
B2, 5,

Jo " e
we G
"y

-
v

3

T

1 €102/€/8
T E10e/e/L
T €102/€/9
- €102/6/S
1 EL02/ElY

+ €102/€/e
T €loe/e/e

Lerozen
{ z10z/e/2t
L 2102/E/L 1
- 2102/E/01
1 z102/8/8
} 2102/8/8
L zroz/eiL
1 z102/8/9
. 2102/E/S
{ z1oe/ery
1 z1o0ere/e
- 2102/E/e
1 gLo2/elL
{ Li02/eles
1 Li0e/e/LL
1 1ioz/elol
L 1102/c/6
| 1102/e/8
L 1ivozrgie
| 1102/e/9
| 1102//8
L Liozely
| 1iozrere
| 1iozrerz
L102/E/}

3.

3

e

3

$7.00

$5.50

$5.00

$4.50

we/s
26

$4.00

$3.50

$3.00

$2.50

-Close

Low

High




KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 149 of 325

Independent Statistics & Analysis

eia U.S. Energy Information

] Administration
ugust
Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that natural gas consumption, which averaged 69.7 Bef/d in 2012, will average 69.9 Bef/d
and 69.3 Bcf/d in 2013 and 2014, respectively. Colder winter temperatures in 2013 and 2014 {compared
with the record-warm temperatures in 2012) are expected to increase the amount of natural gas used
for residential and commercial space heating. However, the projected year-over-year increases in
natural gas prices contribute to declines in natural gas used for electric power generation from 25.0
Bef/d in 2012 to 22.2 Bcf/d in 2013 and 21.6 Bcf/d in 2014.

U.S. Natural Gas Production and Trade.

Natural gas marketed production is projected to increase from 69.2 Bcf/d in 2012 to 69.9 Bcf/d in 2013
and to 70.5 Bcf/d in 2014, Onshore production increases over the forecast period, while federal Gulf of

Mexico production from existing fields declines as the economics of onshore drilling remain more
favorable. Natural gas pipeline gross imports, which have fallen over the past five years, are projected

to fall by 0.2 Bcf/d in 2013 and then remain near 2013 levels in 2014. LNG imports are expected to
remain at minimal levels of around 0.4 Bcf/d in both 2013 and 2014,

U.S. Natural Gas Inventories. As of July 26, 2013, working gas stocks totaled 2,845 Bcf, which is
368 Bcf less than at the same time last year, but only 34 Bcf below the five-year (2008-12)

average for that week. EIA projects working gas stocks at the end of this summer’s stock-build
season {end of October) will reach 3,800 Bcf, about 130 Bcf below the level at the same time fast
year, :

Crude Oil Prices

After declining to a 2013 year-to-date low of $97 per barrel on April 17, Brent crude oil spot prices

increased to an average of $108 per barrel in July, EIA projects the Brent crude oil spot price will fall
from an average of $112 per barrel in 2012 to annual averages of $106 per barrel and $100 per barrel in
2013 and 2014, respectively, reflecting the increasing supply of liquid fuels from non-OPEC countries.

After averaging $94 per barrel in 2012 and increasing to $105 per barrel in July 2013, the forecast WT|

crude oil spot price averages $97 per barrel in 2013 and $93 per barrel in 2014.

27
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked In
Winter 2013-14
: %
Dth/Day System
November December January Februsry March Total Supply

Duke Energy Ohlo
Previously Hedged

Col Guif Mainline
Col Guif Mainline
Col Gulf Malinline
Gulf South

Tex Gas Zone 1

Total
System Supply
Duke Eneray Kentucky

Previo
Col Guif Mainline
Col Guif Mainline
Col Gulf Mainline
Total

System Supply

Duk d
Previously Hedged
Total
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respectively. WTI crude averaged $94 for 2012. EIA expects WTi crude

Price Page
Pressure Term Comments Ref
Weather
NOAA predicting above average temperatures for December 2013--
Long Term Forecast (Dec 13—-Feb 14) l Long |February 2014 for the majority of CONUS except for the coastal states in 12
the Southeast and the Northwest,
October is predicted to be 4.5% warmer than normal based on 10 year
Mid Term Forecast (30-60 days) <+— | Long |normals and November weather Is predicted to be 3.6% colder than 13
normal.
Short Term Forecast (6-10 days) T Short {Above temperatures across the majority of CONUS. 14
Activity in the Southwestern Gulf of Mexico, this system has a 70% of
becoming a tropical cyclone during the next 48 hours and 80% chance of
Tropical Storm Activity T Short becoming a tropical cyclone during the next § days. In addition, there are
a number of other systems forming in the Atlantic moving to the west.
Storage Inventory
Storage injections for the week ending September 13th were 48 Bct.
EIA Weekly Storage Report <+—> | Long |Storage levels are at 3,289 TCF which is 5.4% lower than last year and 15
_ 0.5% higher than the 5 year average.
Industry Publicatione
PIRA Energy Grou .
Winter 2013/14: ’ i Long m faili.lCE SCORECARD: July 2013--October 2013 Gas Price Outiook 1617
Summer 2014: )
Gas prices follow market fundamentals more closely than any other
energy commodity. Several analysts have reduced their gas price
forecasts citing loosening supply/demand balance, high onshore
production, storage levels and power demand that is down 16% through
Gas Daily-Price Projections t ¥ | Long the first half of 2013, FBR 2013 $3.77 from $3.88-Stifel 3rd Qtr 2013 18-19
$3.65 from $4.00, 4th Qtr 2013 $4.00 from $4.25--Barclays 2013 reduced
6% to $3.73, 2014 reduced 5% to $3.88 and 2015 reduced 5% to $4.15
Cove Point is the fourth LNG project that received DOE approval. Cove
Point to export 0.8 Bef/d to non-FTA countries. All approved facllitios have
a combined capacity of 6.4 Bef/d. 6 to 8 Bet/d before domestic prices are y
Gas Dally--LNG Exports T Long impacted according to analysts. America Energy Advantage trade group 20-21
believes the approved export capacity is at levels at which prices would be
Impacted.
Government Agencles
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.680/MMBtu
Winter 2013/14: $3.842 l Long [for 2013 and $3.906/MMBtu for 2014. EIA has decreased its price for 22
Summer 2014: $3.829 2013 by $.03 and decreased $.05 for 2014.
Technical Analysle
Winter 2013-14 Strip Chart + | shon [closed at $3.96 23
Summer 2014 Strip Chant 4 | Short |Closed at $3.97 24
Winter 2014-15 Strip Chart + | short [Closed at $4.23 2
Summer 2015 Strip Chart % | shon |closed et $4.07 26
Winter 2015-18 Strip Chant <+—» | Short |Closed at $4.34 27
Summer 2016 Strip Chart <+—> | Short |Closed at $4.14 28
Economy
EIA projects total natural gas consumption wili average 69.9 Bef/d in 2013
Demand <> | Long |and 63.3 Bet/d in 2014. Increased usage for residential and commerciai 29
spacs heating being offset by declines in power generation.
Total marketed production will increase from 69.2 Bet/d in 20120 69.9
Supply +—> | L9 {Bctid in 2013, and 70.4 Bet/d in 2014. 2
Brent crude averaged $112 per barrel for 2012. EIA expects Brent crude
Olf Market J Long |10 8verage $108 per barvel and $102 per barrel In 2013 and 2014, 29

to average $99 per barrel and $96 in 2013 and 2014, respectively.

done at this time.

Mesting Minutes: 426 Annex Conference Room - 1:00 pm
Attendees: Joff Kern, Joachim Fischesser, Mitch Martin, Rick Colvin, Steve Niederbaumer

Discussed market fundamentals including weather (the tropical storm activity currently in the Gulf of Mexico), storage ievels, PIRA and EIA price
forecasts, analysts projections of gas prices, recent approval of LNG export application by DOE, amount of supply available, economic influences
on supply and demand and the current positions of the DEO and DEK Hedging Programs. A decision was made that no additional hedging will be




Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS Injections (Mcf)
Tota! Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

ay,
Total Hedged (dth

Types of Hedging Products {1)
Fixed Pnce

Price Caps
No-Cost Collars
Embedded Hedged Cost

Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Sto i te
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. njections) (Dth)
% Hedged & Storage
Seasonal %

Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 09/16/13

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth)

Types of Hedging Products {1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal {Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - Qctober 2014
As of 09/16/13

Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS Injections {Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals {Mcf)
Other "Withdrawals” (Mcf)
Total Withdrawals (Mcf)

Types of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Wirter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of Systam Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Oth)
Total (inci. Injections) (Dth)
% Hedged & Storage
Seasonal %

Duke Energy Kentucky
Hedging Program - Current Position
November 2014 - October 2015
As of 09/16/13

Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Jun-15

Apr-15

May-15 Oct-15

Jul-15 Aug-15 Sep-15

(1) Maximum percentage allowed per lype of hedging product is 25% for Winter months and 40% Summer months.
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Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wnhdrawals (Mcf)
Other *Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedqing Products (1)
Fixed Price

Price Caps
No-Cost Collars
Embedded Hedged Cost

Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

t eg with Storage i
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dih)

Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-15

Dec-15

Jan-16

Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 09/16V13

Feb-16 Mar-16

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Apr-16

Jun-16

Jul-16
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Excluding Storage Gas
Inciuding Storage Gas
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Duke Energy Kentucky
Hedglng Program
Current Position
System Hedged to Date Next Target (10/31/13)
Supply Total Required  Allowed
Dth/mo Othvday Ott/mo dth/day dth/day
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14

liarget Levels By October 31, 2013

Summer 2014

Target Levels By March 31, 2014

Winter 14/16

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Oct-14

Nov-14
Dec-14
Jan-1§
Feb-1§
Mar-1§

[Target Leveis By October 31, 2013

Summer 2015

Target Levels By March 31, 2014 -

Apr-15
May-15
Jun-15

Jul-1§
Aug-15
Sep-1§
Oct-15

Nov-15
Dec-15
Jan-18
Feb-18
Mar-16
Winter 15/16
[Target Levels By October 31, 2013

Summer 2016

Apr-18
May-18

Jun-16

Jul-18
Aug-18
Sep-16

Oct-18

Target Leveis By March 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
08/09-12/13) | (2012-2013) 27-Aug-13] 10-Sep-13| 19-Sep-13 Ohio Kentucky

Oct | $436 | $3.02 $3.550 | $3.736 $
Nov | $4.21 $3.47 $3.700 | $3.811 $
Dec | $4.54 | $370 $3.860| $3.966 $
Jan | $452 | $3.35 $3.960 | $4.060 $
Feb | $399 | $3.23 $3.910| $4.055 $
Mar | $3.71 $3.43 $3.780 | $4.010 $
Apr | $3s8 | $3.98 $3650 | $3.929 $
May | $363 | $4.15 $3.580 | $3.925 $
Jun $3.72 $4.15 $3.740 | $3.949 $
Jul | $390 | $3.71 $3910| $3.978 $
Aug | $380 | $3.46 $3.950 | $3.992 $
Sep $3.31 $3.57 $3.970 $3.989 $
12Month Avg __ $3.94 $3.60 $3.797  $3.950 s

Summer Average $3.764 $3.928

Winter Average $3.842 $3.980

14
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EarthSat 30-60 Day Outlook MDA

Updated.
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Minor Warm Changes No Changes

Warmth Remains Focused
Across North

Warm Pattern for Most

Changes were to the warm side In most areas this week with the above | | The November outiook remains unchanged this week with aboves stif

normal area expanded slightly further south in the Plains, Midwest, and seen across much of the northern tler and belows in part of the

Mid-Atlantic and further west in the northem Rockies. The strongest Southeast. Our forecast favars some level of persistence, as the @
anomalles are siill expected in the far northern Plains and northem and pattern doesn't stray a great deal from the October outlook, as well as

ceniral Canada, Guidance generafty shows warm themes from lale the long term negative PDO and positive AMO. Little to no influence

September continuing into the first half of October, as warm Pacific from ENSO Is expected as the 3.4 region continues to hover around

influences, Including the strongly +EPO, continue 1o outweigh other netiral. The CFS model seems uncertain as to where the pattern will

potential factors. The CFS model shows good support for the warm go, showing a small area of marginal aboves In Texas and part of New

forecast, though it is warmer than our outlook in the West. The long England and near normal temperatures elsewhere.

'} term positive AMO and negative PDO are on board with this outiook as
well. However, there may be some occasional cool risks tied to the
NAO which is forecast to be negative as the start of the month, should it

persist.
Oct GWHDD** Forecasts *10Y Normal updated to '03-12] [Nov GWHDD** Foracasts *10Y Normal updated to '03-12
10Y Normal*  279. 8 _ 10Y Normal*. 532.8
Oct 2013 Fest:| 267.0 [sovNormat  283.7 ] INov 2013 Fest:| 552.0 [30¥Normal  s61.7
: Oct-2012 283 9 N_ov-zo12 554.3
PWCDD Forecast: 62 Change: 3 *'Nationsl Gas-Weighted HDDs Nochange **Natlonal Gas-Weighted HODs
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cl'

/'j US. Energy Information

Administration

Weekly Natural Gas Storage Report

Tor weak onding September 13, 2013, | Releaved: Seplamber 19 13nIN0an | Next Relesse: Sapiumber 26, 2013

Summary taxt  C3V  JSNWorking gas In underground storage, lower 48 states
Historrcal Compansons

Stocks Yeoar ago 5-Year sverage
btion cubic feet {Be) 091 ¥12) {200€ 2012)

Regton 0911} 09.068/13 change (8¢en % change {Bcn) % changs
East 1,688 1.647 L] 1.A69 97 1.810 8.7
Waest 511 507 4 497 28 461 108
Productng 1,100 1,099 1 1,92t 19, 1.010 89

Sait 259 262 B 218 199 157 850

Nonsait 841 86 E) 908 12 853 REN
Total 3.29% 3,253 46 3488 5.4 3.281 0s
Summary
Working gas in storage was 3,209 8¢cf as 91 Fudtay, Sep! 13, 2013, ding to EIA This rep: a
netincregse of 48 Bl fiom the previous week. Stocks were 187 Bcl tess than tast year at this 1ime and 18 Bcf abave the 5
-ysar gverage of 3.261 Bct. In the East Region, s1ocks were 122 Bt below the B-year ge foik g net ic of

4t Bcl. Stocks in the Producing Region wers B0 Bef above the 5.year avorage of 1,010 Bel after 8 net injecton of 1 Bct.
Stocks in the West Reglon ware 50 B¢t above the 5-year average after & net addition of 4 Bef. A13.299 Be?, totel working
gas is within the 5 year historical iange,

billoncubic et
4400
4000
3p00
3200
2500
2400
30
1,500
1200
0800
400
o

T T T T T T
5 yoor snasl wum < mindmaam3nge
— Loww &
— . o P
l‘“‘ tourcs U §. Energy WWormatien Admini sy lan
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North American Gas Forecast Monthly

August 27, 2013 ' - NATURAL GAS

M
U.S. GAS PRICE SCORECARD: JULY 2013 - OCTOBER 2013

Bearish Netdral Bullish
.
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PIRA Energy Group, 3 Park Avonue, 26" Floor, New York. NY 10018-5389 (Tel) 212-686.6808 (Fax) 212-686-6628 www pira.com 2
For authorized subscribers onty. Copyright © 2013 PIRA Energy Group. All 1ights reserved.
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Price Projections

Gas Prices Driven More than Other Commaodities by Fundamentals—9/17/2013

According to Societe Generale, natural gas prices follow market fundamentals more
closely than any commodity in the energy complex. Between January and September
gas price variance could be explained by fundamentals 96% of the time, up from 91%
between 2007 and 2012. The energy industry saw price movement based on
fundamentals 75% of the time.

“The market seems to have prematurely priced in the mild winter based on the latest
NOAA forecast for warmer-than-normal winter temperatures across much of the
important Northeast and Midwest regions.”

 Societe Generale lowered their previous fourth quarter price to $4.10/MMBtu, down 8.
cents. In addition, they dropped their first-quarter 2014 estimate by 94 cents to
$4.05/MMBtu and its second-quarter 2014 estimate by 60 cents to $3.90/MMBtu.

Long-Term Prices Poised to Jump on Demand, Economy—9/11/2013

“A global demand boom and improving domestic economy have the potential to hike
long-term US gas prices considerably higher than many might expect, despite the
abundance of shale resources.”

According to JPMorgan, gas prices over the next few years could jump beyond the
commonly assumed ceiling of $6.50/MMBtu. JPMorgan indicated prices of $7/MMBtu
to $8/MMBtu by 2016 could happen on days of high demand.

FBR, Stifel Lower Their Gas Price Outlooks for Remainder of 2013—9/10/2013

Two industry analysts, FBR and Stifel Financial, reduced their gas price forecasts for
the remainder of 2013, citing loosening supply/demand balance.

FBR has lowered their forecast for the remainder of 2013 to $3.77/Mcf from $3.88/Mcf
citing a cooler summer than expected. In addition, they are maintaining their 2014
outlook of $5/Mcf citing a tight market and assuming normal weather.

Stifel Financial has lowered their price forecast for the third quarter to $3.65/MMBtu
from $4.00/MMBtu and its fourth quarter forecast to $4/ MMBtu from $4.25/MMBtu citing
high onshore production, storage levels and power demand that is down 16% through
the first half of 2013.
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Barclays Cuts Gas Price Forecast 6% for 2013, 5% for 2014, 2015—9/5/2013

Citing expectations of production growth and coal-to-gas switching Barclays reduced its
2013 forecast 6% to $3.73/MMBtu and its 2014 and 2015 outlooks by 5% to
$3.88/MMBtu and $4.15/MMBtu, respectively.

“What the end of winter took from the natural gas markets the end of summer returned.
After a chilly March slimmed inventories at the start of the injection season, an
exceptionally mild August allowed them to swell rapidly.”

By 2015, Barclays sees prices above $4/MMBtu as coal plants are retired and the first
LNG export facilities begin operation. Until then, Barclays believes gas is range-bound
at $3.50 to $3.75/MMBtu by coal-to-switching at the low end and increased drilling
efficiencies at the high end.

/9
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LNG Exports
Cove Point is Latest to Get Non-FTA Export Nod—9/12/2013

Dominion Cove Point LNG became the fourth applicant to receive DEO approval to
export LNG to countries that do not have free trade agreements with the US. The
decision is subject to environmental review and final regulatory approvals. DEO
“determined that exports from the terminal at a rate of up to 0.77 Bcf/d for a period of 20
years was not inconsistent with the public interest.”

Dominion plans to start building in 2014 and start production in 2017 at a cost of $3.4
billion to $3.8 billion. Between Cove Point, Sabine Pass, Lake Charles and Freeport the
DOE has approved 6.37 Bcf/d of exports to non-FTA countries. Analysts have projected
that the US could export 6 to 8 Bcf/d before domestic gas prices are impacted.

“If DOE approves exports above that range, the agency has an obligation to use the
most recent data about US natural gas demand and production and prove to American
families and manufacturers that these exports will not have a significant impact on
domestic prices, and in turn on energy security, growth and employment.”

There are still 20 applications pendihg to export an additional 25 Bcf/d of LNG to non-
FTA countries.

According to America’s Energy Advantage, which represents manufactures, approved
levels of exports are now approaching the volume that many experts project will impact
price and volatility for natural gas. “We're increasingly concerned with the process and
data DOE is using to justify more exports of American natural gas to our global
competitors. DOE should immediately undertake a review of the cumulative impacts of
its decisions up to this point, and clearly articulate in advance its criteria for determining
the public interest under the law.”

US LNG Export Policy Hurting Geopolitical Relations—9/12/2013

Current US LNG export policy is harming strategic relationships with global allies,
particularly Japan. According to Michael Turner, an Ohio Representative, our LNG
policy is impeding our ability to bolster our strategic partnerships and create jobs in the
us.

Turner said “that approving LNG exports at a much more rapid pace would strengthen
economic and geopolitical ties with Japan, the world's largest LNG importer. A Japan
that is less dependent on Middle Eastern and Russian gas, and that is no longer
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dependent on a gas price tied to that of oil, is a Japan whose foreign policy priorities are
more likely to align with those of the US.”

For Dow, LNG Export Approvals Near Tipping Point—8/29/2013

Dow Chemical believes that if DOE approves the next two pending to export LNG, the 7
Bef/d export threshold which Dow believes would send domestic gas prices to increase
as much as $2/MMBtu would be breached. According to Dow, this would fikely compel
several major manufacturing projects to be abandoned.

“Approving exports with a total capacity beyond 7 Bef/d would start to reintroduce
volatility into US natural gas prices and threaten billions of dollars worth of ethylene and
propylene plants Dow has planned along the Gulf Coast.”

“Our point is quite simply that if we move too quickly on approvals and essentially create
a rush to export, the only winners are the oil and gas companies and the losers are US
industry and US consumers because any price swings will be balanced on the backs of
our energy costs.”
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Energy Information Administration
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Winter Strip Nov13 - Mar14
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Winter Strip Nov14 - Mar15
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Summer Strip 2015
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Winter Strip Nov15 - Mar16
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Summer Strip 2016
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Independent Statistics & Analysis

ei a U.S. Energy Information
Administration

September 2013

Short-Term Energy Outlook (STEQO)

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that natural gas consumption, which averaged 69.7 Bcf/d in 2012, will average 69.9 Bcf/d
and 69.3 Bcf/d in 2013 and 2014, respectively. Colder winter temperatures in 2013 and 2014 {compared
with the record-warm temperatures in 2012) are expected to increase the amount of natural gas used
for residential and commerclal space heating. However, the projected year-over-year increases in
natural gas prices contribute to declines in natural gas used for electric power generation from 25.0
Bef/d in 2012 to 22.1 Bef/d in 2013 and 21.6 Bef/d in 2014,

U.S. Natural Gas Production and Trade.

Natural ga rketed production is projected to increase from 69.2 Bef/d in 2012 to 69.9 Bef/d in 2013

and to 70.4 Bcf/d in 2014. Onshore production increases over the forecast period, while federal Gulf of

Mexico production from existing fields declines as the economics of onshore drilling remain more
favorable. Natural gas plpeline gross imports, which have fallen over the past five years, are projected

to fall by 0.2 Bcf/d in 2013 and then remain near 2013 levels in 2014. LNG imports are expected to
remain at minimal levels of around 0.4 Bcf/d in both 2013 and 2014.

U.S. Natural Gas Inventorles. As of August 30, working gas stocks totaled 3,188 Bcf, which is 210 Bef
less than at the same time last year, and 43 Bcf greater than the five-year (2008-12) average for that

week. EIA projects inventories will total 3,820 Bcf at the end of the injection season, and 1,890 Bcf at
the end of March 2014, the end of the winter heating season.

Crude Oil Prices

After declining to a 2013 year-to-date low of $97 per barrel on April 17, Brent crude oil spot prices

increased to an average of $111 per barrel in August. EIA projects the Brent crude oil spot price will fall
to an average $105 per barrel in December. The Brent crude oil annual average spot price declines from

$112 per barrel in 2012 to $108 per barrel and $102 per barrel in 2013 and 2014, respectively, reflecting
the increasing supply of liquid fuels from non-OPEC countries.

The forecast WTI crude oil spot price averages $99 per barrel in 2013 and $96 per barrel in 2014, 52 per
barrel and $3 per barrel higher, respectively, than last month's STEQ.

29



Duke Enerqy Ohl

Previously Hedge
Col Guif Mainline
Col Gulf Mainline
Col Guif Malnline
Gulf South
Tex Gas Zone 1

T
System Supply

Duke Energy Kentucky

Previously Hedged

Col Guif Malnline
o! Gulf Mainline
ol Gulf Mainline
To

System Supply

Duke Energy-Total
Previously Hedged
Total

KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 176 of 325
Duke Energy
Hedgling Program
Remalning Base Not Yet Locked In
Winter 2013-14
Dth/Day
November December January February March Total

System
Supply



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Gas Resources Page 177 of 325
Hedging Program
Market Indicators Summary
October 17,2013
Price Term Co ts Page
Pressure mmen Ret
Weather
NOAA predicting above average temperatures for December 2013--
Long Term Forecast (Dec 13-Feb 14) ¢ Long {February 2014 for the states west of the Mississippi River and normal 12
temperatures to the east.
November is predicted to be 5.1% colder than normal based on 10 year
Mid Term Forecast (30-60 days) <+ | Long [normais and December weather Is predicted to be 0.9% colder than 13
normal.
Short Term Forecast (6-10 days) T Short |Below normal temperatures across the majority of CONUS. 14
Troplcal Storm Activity <+ | Short |Minimal chance of a tropical cyclone forming during the next 48 hours.
Storage Inventory
EIA did not release the weekly storage data this week do to the federal
govemment shutdown. Storage Injections for the week ending October
EIA Weekly Storage Report +—> | Long 141n were 90 Bof. Storage levels are at 3,577 TCF which Is 3.7% lower 15
than last year and 1.6% higher than the 5 year average.
Industry Publications }
GAS PRICE SCORECARD: November 2013--March 2014 Gas Price
G
wms;;% ‘r?up ‘ Long |Outiook "Bearish® based on fundamentals such as "Lower 48 Gas 1647
Summer 2014: '- 9 |Production®, *US Storage Levels®, "Electric Generation®, and
‘ “ResidentialCommercla! Demand".
Current gas price ralty will not last. BoA predicts Winter 2013/14 prices In
the $3.50 to $4.30 with normal weather. Gas supply growth will outpace
demand. FBR 2013 $3.70 from $3.77--Stifel 3rd Qtr 2013 $3.65, 4th Qtr
Gas Daily--Price Projections 1 ‘ Long |2013 $3.75, 2014 $4.00, 2015 $4.25, 2016 $4.75. NGSA anticipates Iitle 16
price volatility this winter due to balance of supply and demand. Sustalned
growth In Industrial demand over the remainder of the decade.
US gas production will grow faster than predicted, driven by Marcellus
Shale. Current gas production 68.2 Bet/d up 2.4 Bef/d with additional 2.0
Bcf/d for the next 5 years up to 79 Bel/d. Bentek estimate of 82.7 Bef/d by
Gas Dally--Supply and Demand T ¢ Long [2018. Marcelius production has grown from 400,000 Mcf/d in December 19
2009 to 7.5 Bet/d currently. Mexico export to double by 2016. 2 Bef/d in
2013 to 4.5 Bel/d In 2016 driven by new power generation, industrial use
and expansion of Mexico's pipeline network.
Government ncles
The projected Henry Hub natural gas spot price averages $3.708/MMBtu
Energy Information Administration for 2013 and $4.001/MMBtu for 2014. EIA has increased its price for
Winter 2013/14: $3.932 i ¢ Long }2013 by $.03 and increased $.10 for 2014. EIA expects houssholds 20
Summer 2014: $3.919 heating with natural gas to spend an average of $80 more this winter than
last winter.
Technical Analysis
Winter 2013-14 Strip Chart * | shortClosed at $3.86 21
Summer 2014 Strip Chart ? Short |Closed at $4.00 22
Winter 2014-15 Strip Chart t | shont |Ciosed at$4.25 23
Summer 2015 Strip Chart t | shont [Closed at$4.07 2
Winter 201618 Strip Chart t  |snont|ciosedatss.as 25
Summer 2016 Strip Chart f Short [Closed at$4.13 26
|[Economy
EIA projects total natural gas consumption will average 70.0 Bet/d in 2013
Demand <+ | Long |and 69.4 Bet/d in 2014, Increased usage for residential and commerclal 27
space heating belng offset by declines in power generation.
Total marketed production will increase from 60.2 Bel/d n 201210 70.0
Supply > [ 90 |5:4d 1n 2013, and 70.4 Betid In 2014, 27
Brent crude averaged $112 per barrel for 2012. EIA expects Brent crude
to average $107 per barrel during the fourth quarter of 2013 and $102 per
Ol Market <> | Long |barrel In 2014. WT! crude averaged $94 for 2012. EIA expects WT! 27-28
crude to average $101 per barrel during the fourth quarter of 2013 and
$96 In 2014. .

Meeting Minutes: 426 Annex Conference Room - 1:00 pm
Attandoes: Jim Mehring, Jeff Kern, Mitch Martin, Steve Niederbaumer

Discussed market fundamentals including weather (end of the hurricane season), storage levels (no report due to Federal gov't shutdown), PIRA
and EIA price forecasts, analysts projections of gas prices, amount of supply avallable, economic influences on supply and demand and the current
positions of the DEO and DEK Hedging Programs. Significant discussion took place regarding the current level of hedging for the Winter 13/14,
The levels of 11.3% for Duke Kentucky are below historical levels due to pricing and volatility issues. A decision was made not to hedge more
Winter 13/14 gas at this time as wel! as the other time periods covered In the Hedging Program.




Duke Energy Kentucky
Hedging Program - Current Position
November 2012 - October 2013
As of 10/14/13

- Dec-12 . - :Jan-13 - Feb-13 - "Mar-13 . .-

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawais® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)

Cost Avg.
Total Hedged
Total Hedged (dth)

Types of Hedging Products {1}
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage (@ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) {Dth)
% Hedged & Storage
Seasonal %

{1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky

Hedging Program - Current Position
November 2013 - October 2014
As of 10/14/13
Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14
Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS injections (Mcf)
» Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dt!
Total Hedged (dth)

Types of Hedging Products (1}
Fixed Price
Price Caps
No-Cost Cohars

Embedded Hedged Cost
winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Position

November 2014 - October 2015
As of 10/14/13
Nov-14 Dec-14 Jan-18 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15
Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS injections {Mcf)
Totat Requirements (Mcf)

TCO FSS Withdrawals {Mcf)
Other "Wnthdrawals® (Mcf)
. Total Withdrawals (Mcf)

Amount Hedged (dth/d

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedqging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estmated System Supply (Gross)

Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth})
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per typa of hedging product is 25% for Winter months and 40% Summer months.
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Duks Energy Kentucky
Hedging Program - Current Position
November 2015 - Octaber 2016
As of 10/14/13

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals {Mcf)
Other "Withdrawals” (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedqing Products (1}
Fixed Price
Pnce Caps
No-Cost Collars

Embedded Hedged Cost
wunter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hed with Storage @ Ci ate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total {inci. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxmum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Oct-16
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10/14/2013

Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (10/31/13)
Delivery Supply Total Required Allowed
Month Dth/mo Dth/day Dth/mo

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Slorage Gas
[Target Leveis By Oclober 31,

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2014

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15 :
Winter 14/15
[Target Levels By October 31, 2013 :

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31,

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Winter 15/16

[Target Levels By October 31, 2013

Apr-16
May-16
Jun-16
Jul-16
Aug-18
Sep-18
Oct-16
Summer 2016
Target Levels By March 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES = o0
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
(08/09-12/13)} (2012-2013) 25-Sep-13| 8-Oct-13 | 17-Oct-13 Ohlo Kentucky

Nov $4.21 $3.47

Dec $4.54 $3.70

Jan $4.52 $3.35

Feb $3.99 $3.23

Mar $3.71 $3.43

.................

Apr | $358 | $398
May | $363 | $4.15
Jun $3.72 $4.15

Jul $3.90 $3.71

................

Aug | $380 | $3.46

eesresoeiTircsnasl

Sep | $3.31 | $3.57

Oct $3.57 $3.50
12 Month Avg  $3.87 $3.64
Summer Average

Winter Average

$3.760 $3.741
$3.940 $3.879
$4.060 $3.969
$4.020 $3.973
$3.880 $3.947
$3.740 $3.910
$3.670 $3.900
$3.840 $3.949
$4.000 $3.982
$4.040 $3.994
$4.050 $3.986
$4.090 $3.980
$3.924 $3.934

$3.919 $3.957
$3.932 $3.902

$
$
$
$
$
$
$
$
$
$
$
$
$




KyPSC Case No. 20]2-180
2014 Annual Report fCl of 1
Page 184 of 325




Wednesday, Octob WEATHER SERVICES
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Cooler Plains, Midwest, and No changes to forecast
Northeast . .
Still warm in East
Warmer West

Notable changes were made to the November outlook this week with
the West golng warmer and the East coaler. The largest changes were
made in the Midwest where the area of abaves was removed and the
OF line was edged northward. However, belows remain limited to the
Gulf Coasl at this time. The cold changes are in part a progression of
the cold -EPO pattern Impacts developing acrass the East during the
secand half of Octaber, with the final few days of the month expected to
showwidespread belows across the Midwest and East. A significant
pattern flip away from the coid does not seem likely to occur to start
November, thaugh the pattern coutd begin to see the warmer influences
of a diminishing Atlantic blacking setup (+NAO trends). Still, cold risks
look to outweigh warm risks across the eastem half at this time
especially if the —~EPO pattern remains in place through early month,

December went unchanged this week with aboves still seen in the East
and marginal cool anomatles In the West. There remains a lack of a
clear signal guidance with the long-term -PDO/+AMO combo remaining
the maln influence to the farecas!. But with some weakening of these
signats expected maving forward, and the neutrat ENSO state expected
to remain a non-factor, the pattern is more likely to be Influenced by
upper-latitude blocking (or a fack thereof) and the pattern in the north
Pacific as we move into December. For now though these signals
remain unclear. Monthly model guldance does not offer up much better
clue with the CFS remaining unrefiable. The rnost recent run, initialized
from conditions of the past ten days, shows widespread warmth. But
the run Initlalized the prior ten days was almost completely opposite,
highlighting the Increased uncertainty.
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Confidence increase today for the coming cold shot with better
model agreement on the incoming cold air mass into the cen-

tral and eastern U.S. Widespread much below normal temper-
atures exist from the Plains into the Midwest with those condi-

_| tions pressing into the Deep South and East at times. The

causae for the colder changes is due to the faster progression of
a cold front through the Central U.S. early, marching into the -
East by the second half of the period. Additionally model guid-
ance took another step in tha colder direction for much of the
central to the eastem US. Meanwhile the West pushed a little
warmer again today. Some much above normal temperatures

arrive in the Northwest early,

SOy g Iy A X

Da y 7 Wednesdéy, Oct 23

Previous
Forecast:

Forecast
Confidence:

7/10 ' MDA,

Wegn o= jer8'gp Ar g ko g

P e SR T

Day 8: Thursday, Oct2a = %

R

Previous

Forecast
Confidence:
7/10 DA

P AT g

D

Day 9: Friday, Oct 25~

'Prevlous
Forecast.

Fofe'cast
Confidence:
6/10

IRV UG QT SR I v ML L AR, S g

Dav 10+ Saturday, Oct~26

Previous
Forecast'

Forecast
Confidence:
5/10




Weekly Natural Gas Storage Report - EIA zmﬁ‘;snﬁﬁ‘;jjg‘;igﬁ‘g%l of |

Page 187 of 325

eﬁ-., US. Energy Information

Administration

Weekly Natural Gas Storage Report

for week ending Octoher 4, 2012, | Relsased: (htotue 10 2013 1G20a M | Next Releuse (xlrher 17 2013

Summary Isxt  C3V  JSNWorking gaa In underground storage, lowar 48 states
1hstoncal Comparisons

Slocha Year ago 5-Year average
billion cubdic fost 1Bch (10.04/12) (2008 2012)
Reglon 10,04/1) 09:27/13 change {Bcn % change {8c) % change
Esst 1.85¢ 1.800 51 1999 1.4 1952 52
West 538 529 9 $13 49 484 "2
Producing 1,188 1.158 0 1.200 92 1086 94
Salt 287 278 9 258 12 179 €03
Nonsalt 901 879 22 945 47 908 o8
Totst asn? 487 90 1TS 3.7 3522 18

E1A is closed due to a lapse in appropriations. EIA will not update this websits uniil the agency recpens.

Summuary

Warking gas ut storuge was 3.577 Bt us of Fuday, Oclober 4, 2013, acrorduv) to EIA csiimates. This represents a et
ncreasa of 00 Bel from the pravious weok Stocks wore 138 Bef loas than [ast ysar ai this time and 55 Bcf above the 5-
y=ar average ot 3,522 B¢t In the Eas| Region, stucks ware 101 Bef bolow the 5-year go laltowing net ions of 5t
Bet Siocks in 1he Producing Rogion were 102 Bef above the 5-year average of 1,086 8cf atter & net injection of 30 Bet.
Srocka in the West flegion were 54 Bct above the 5 yoar average aher a net addition of 9 Bct. At 3,577 Bct, 1otal working
0as is within the S-year hisioiical range

Watking gas in imdesgr oundd #oi20e ¢on i o with the §-yeu nuxineam and mininum

Dillion cublc feet
4,400
4000
3500
3,200
2,00
240
2,000
1500
1,200
800
400
0

~ ~

Pl

3
Jun-13

Sep-11
Dec-1t
Mar-12
Jun-12
M

Sep-13

S yorr asivaem - i cange
~——icver®
< s $. YW 2vOT 9O8
(R soues: U 8. Enargy iormabion Admrs st ien

Note: The shaded area ndi the range b the hi i and valuss for the waekly seties from 2008
through 2012,

Source: Form E1A-912, ‘Weskly Underground Natural 13as Stanige Neport * tha dashed vericat nes indicate curem ad yoas-ago
weekly perods



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC

Page 188 of 325
PIRA
North American Gas Price Overview
Per MMBTU
September 25, 2013 Release
Jan-11 Jan-12 Jan-13 Jan-14
Feb-11 Feb-12 Feb-13 Feb-14
Mar-11 Mar-12 Mar-13 Mar-14
Apr-11 Apr-12 Apr-13 Apr-14
May-11 . May12 May-13 May-14.
dun-1t ,dun-12 .. Jun-13 Jun-14
oJukit Coduk2 Jul-13. . Jui-14
Aug-11 - Aug-12 Aug-13 Aug-14
Sep-11 | . Sep-12 Sep-13 Sep-14
Oct-11 Oct-12 Oct-13 Oct-14 "
Nov-11 . Nov-12 Nov-13 Nov-14 -
Dec-11 i . Dec-12 Dec-13 Dec-14
i Average " Average Average - ' Average
LU L2012 2013 2014 -8
. Summer | s ' Summer ! Summer ' Summer s
L2017 Poo2012 ) 2013, 2014
'Winter 2011- $ “Winter 2012- Winter 2013-
[, 2013 . 2014

2012 07

16
Hedging Meeting 10-17-2013.xIsx 10/14/2013 PIRA Prices
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North American Gas Forecast Monthly

September 25, 2013 NATURAL GAS

L .

U.S. GAS PRICE SCORECARD: NOVEMBER 2013 - MARCH 2014

Bearish Neutral Bulish

e bt o e e et e e et e = 0 47

PIRA Energy Group, 3 Park Avenus, 26" Floor, New Yark, NY 10016-5989 (Tel} 212-686-6808 (Fax) 212.686-6628 www.pira.com 2

For authorized subscribers only. Copyright © 2013 PIRA Energy Group. All rights reserved.
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Price Projections

Fundamentals Won't Let Price Rally Last—10/17/2013

According to Bank of America, the current gas price rally will not last. BoA expects the
current rally to top out quickly. For the coming winter, BoA expects that gas prices will
stay within a $3.50 to $4.30/MMBtu band assuming normal weather.

“Looking into 2014, we see supply growth significantly outpacing improvements in
demand. Power load has been very weak this year, which does not bode well for gas-
fired power demand. In addition, coal-to-gas switching is dropping fast as gas struggles
to stay competitive with coal.”

FBR Capital, Stifel Trim Their 2013 Gas Price Forecasts—10/14/2013

FBR Capital reduced their 2013 price estimate by 2% to $3.70/Mcf and $5.00/Mcf for
2014 which is unchanged.

Stifel lowered their third-quarter 2013 estimate 9% to $3.65/MMBtu and fourth-quarter
estimate 12% to $3.75. For 2014, Stifel reduced their estimate 6% to $4.00/MMBtu. In
addition, Stifel forecast for 2015 is down 6% to $4.25/MMBtu and down 5% to
$4.75/MMBtu for 2016.

Natural Gas Supply Association (NGSA) Anticipates Little Price Volatility This
Winter—10/3/2013

According to NGSA supply and demand are largely in balance and the US will likely see
little price volatility this winter.

“When NGSA weighed all the different pressure points, the picture that emerged for the
upcoming winter is one of quiet growth in supply as well as in demand for natural gas.”

According to NGSA, demand from industrial customers will grow 3.5% this winter,
demand from electric generation customers will be reduced slightly due to a decrease in
fuel switching and residential and commercial demand is expected to be similar to last
winter's demand.

Weather is expected to be similar to last winter's more normal pattern, which portends
level demand for natural gas heating. '

“In taking a long view of the natural gas industry's future, NGSA expects to see
sustained growth in industrial demand over the remainder of this decade, as the
petrochemical, fertilizer, steel and gas-to-liquids industries begin construction on major
natural gas-intensive projects.”
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Supply and Demand

Annual US Natural Gas Output to Rise by Over 2 Bcf/d—Oct. 11 2013

According to Raymond James, US natural gas production will grow faster than
predicted, driven in large part by the Marcellus Shale. This growth will come even as
gas-directed rig count has declined by 50% over the last 12 months and pipeline
construction delays prevent the full potential of Marcellus gas from reaching the market.

Raymond James “projects that US gas production will finish this year at roughly 68.2
Bcf/d after an increase of 2.4 Bcef/d, then rise by more than 2 Bcf/d for the next five
years, which would put 2018 gas production at 79 Bef/d. Raymond James' long-term
gas price forecast is $4.25/Mcf."

According to Bentek, dry gas supplies will end 2013 at 69.9 Bcf/d and then grow at a
steady, average clip of 2.5 Bcf/d reaching 82.7 Bcf/d in 2018. Bentek's gas price
prediction is $3.63/ Mcf in November, rising to $4.76/ Mcf in 2018.

Drillers are going to continue to tap the vast gas resource using the most efficient
means possible, driving an oversupply of both oll and gas for a long time.

“Nowhere has this growth been more profound than in the Marcellus, where dry gas
production has grown from 400,000 Mcf/d in December 2009 to an estimated 7.5 Bcf/d
currently. Despite losing approximately 20 rigs, Marcellus dry gas production is up a
whopping 2.3 Bcf/d this gas year.”

Mexico Export to Double by 2016—October 3, 2013

Barclays Capital reported that US exports to Mexico will more than double in three
years from 2 Bef/d in 2013 to 4.5 Bef/d in 2016.

“The expected increase comes as natural gas demand in Mexico has been strong and
is poised to accelerate further, driven by new power generation and industrial use, and
enabled by a massive expansion of the country’s pipeline network.” Eight pipelines with
a capacity of 5.6 Bcf/d are scheduled to start operations in Mexico between 2013 and
2017.

Mexico relies entirely on conventional gas production. According to EIA Mexico has
shale gas resources of 545 Tcf.
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
October 8, 2013 Release
Jan-11 4.49 Jan-12 2.67 Jan-13 3.33 Jan-14 4.06
Feb-11 4,09 Feb-12 ' 2,50 Feb-13 3.33 Feb-14 4.02
. Mar-11 3.97 Mar-12 2.18 Mar-13 3.81 Mar-14 3.88
' Apr-i | 425 , Apr-12 . 1.95 Apr-13 - 4.17 Apr-14 3.74
i May-11 | 431 | May12 2.43 May-13 4.04 May-14 3.67
;Jun-11 455 . Jun-12 2.46 . Jun-13 3.83 Jun-14 ; 3.84
oo duk1t 442 oo Jul-12 2.95 . Juk13 3.62 Jul-14 4.00
. Augti | 405 ¢ Aug12 | 284 Aug13  3.43 Aug-14 404
i Sep-11 | 3.90 : Sep-12 | 2.85 ~ Sep-13 . 3.62 ~ Sep-14 4.05
¢ Oct-11 ¢ 356 . Oct-12 332 . Oct-13 3.61 . Oct-14 4.09
{ Nov1t | 324 : Nov-12 | 354 . Nov13 | 376 . Nov-14 = 425
..Dec11 i 3147 | Decid2 : 334 ' Decid ° 394 “Dec-i4 = 437
: i ‘ j . ,‘
i A&Erégié’@“” f”"A'Vér'a‘gé' T - Average ' ‘ Average

! 2011 1§ 40000 2012 - $ 2753 2013, § 3708 - 2014 - $ 4.001
. Summer | ‘. Summer i Summer - g Summer j
- 2011 i? f.mg; . 2012 ‘g $' z.sssj 2013 $ 3.7600 2014 ,$ 3.919;

‘Winter 20114 . . L Winter 2012: , . . \Winter 2013i e

- 2012 gs ;'.752_! o013 | $ 3.47_0 2014 _'s 3.932

Hedging Meeting 10-17-2013.xlsx 10/14/2013 EIA Prices



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 193 of 325

Winter Strip Nov13 - Mar14
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Summer Strip 2015
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Winter Strip Nov15 - Mar16
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Independent Statistics & Analysis

ei ) US. Energy Information
a Administration

October 2013

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that natural gas consumption, which averaged 69.7 Bcf/d in 2012, will average 70.0 Bcf/d
and 69.4 Bcf/d in 2013 and 2014, respectively. Colder winter temperatures in 2013 and 2014 (compared
with the record-warm temperatures in 2012) are expected to increase the amount of natural gas used
for residential and commercial space heating. However, the projected year-over-year increases in
natural gas prices contribute to declines in natural gas used for electric power generation from 25.0
Bcf/d in 2012 to 22.1 Bcf/d in 2013 and 21.6 Bcf/d in 2014.

U.S. Natural Gas Production and Trade.

Natural gas marketed production is projected to increase from 69.2 Bcf/d in 2012 to 70.0 Bcf/d in 2013
and to 70.4 Bcf/d in 2014. Natural gas pipeline gross imports, which have fallen over the past five years,

are projected to fall by 0.3 Bcf/d in 2013 and then remain near 2013 levels in 2014. LNG imports are
expected to remain at minimal levels of around 0.4 Bcf/d in both 2013 and 2014.

U.S. Natural Gas Inventories.

As of September 27, working gas stocks totaled 3,487 Bcf, which is 155 Bcf less than at the same time
last year, and 49 Bcf greater than the previous five-year (2008-12) average for that week. EIA projects

inventories will total 3,830 Bcf at the end of the injection season, and 1,890 Bcf at the end of March
2014, the end of the winter heating season.

Projected Winter Natural Gas Expenditures

About one-half of U.S. households use natural gas as their primary heating fuel. EIA expects households
heating with natural gas to spend an average of $80(13%) more this winter than last winter. The
increase in natural gas expenditures represents a 14% increase in the average U.S. residential price from
last winter, with consumption that is slightly lower than last winter nationally,

Crude Oil Prices

Brent crude oil spot prices fell from a recent peak of $117 per barrel in early September to $108 per
barrel at the end of the month as some crude oil production restarted in Libya and concerns over the
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conflict in Syria moderated. EIA expects the Brent crude oil price to continue to weaken, averaging $107
per barrel during the fourth quarter of 2013 and $102 per barrel in 2014. Projected West Texas

Intermediate (WTI} crude oil prices avera 101 per barrel during the fourth quarter of 2013 and $96
per barrel during 2014.

28
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Duke Energy
Hedging Program
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Gas Resources
Hedgling Program
Market Iindicators Summary
November 27, 2013
Price |, c ) Page
Pressure omments Ref

Weather

NOAA predicting above average temperatures for December 2013--

2014. WTI crude averaged $94 for 20t2. EIA expects WT) crude to
average $87 per barre! during the fourth quarter of 2013 and $95 in 2014.

Long Term Forecast (Dec 13--Feb 14) Long |February 2014 for the southern states of Arizona to Alabama and normal 12
temperatures for the majority of the rest of CONUS.
December Is predicted to be 2.7% colder than normal based on 10 year
Mid Term Forecast (30-60 days) 1 Long normals and January weather is predicted lo be 2.6% colder than normal. 13
Above normal temperatures across the majority of CONUS early in the
hort Ti . D
Short Term Forecast (-10 days) Short erlod being replaced by below normal temperatures later in The period. 14
Storage Inventory
Storage withdraws for the week ending November 15th were 45 Bet.
EIA Weekly Storage Report «<+—> | Long |Storage levels are at 3.789 TCF which Is 2.3% lower than last year and 15
0.4% higher than the 5 year average.
Industry Publications
GAS PRICE SCORECARD: January 2014--March 2014 Gas Price
PIRA Ene
Winter ;or‘g;“G‘r.ou l Long |Outicok ‘Bearish® based on fundamentals such as "Lower 48 Gas 1617
. 9 Production®, *US Storage Levels®, and "Residential/Commercial
Summer 2014: D .
emand".
According to Paribas, Winter prices below $4/MMBtu due to lack of very
cold weather and rising production levels. Prices not rising above
$4/MMBtu until 41h quarter of 2014. There Is a threat of surplus
Inventorles may result In lower prices during first haf of 2014. Waelis
Gas Dally--Price Projections P4 Long Fargo Pricing: 4th Qtr. $3.60/MMBu, 2013--$3.65/MMBtu, 2014~ 18
$3.98/MMBtu. Retirement of 60 GW of coal-fired plants as well as
electricity demand growth, price to average between $4 and
$4.50/MMBtu lhru 2015 and $5 to $6 by 2020,
LNG exports has potentia! to create blilions in revenue and thousands of
new jobs in all US states. Gross domestic product could jump $18 billion
Gas Dally--LNG Exports 1 Long |and $115 biillon annually and create 665,000 new jobs by 2035 If 19
between 4 Bef/d and 16 Betl/d are exported. US could absorb9to 12
Bet/d without price disruption.
|Government Agencles
Energy information Administration The projected Henry Hub natural gas spot price averages $3.683/MMBtu
Winter 2013/14: $3.730 l Long |for 2013 and $3.840/MMBtu for 2014. EIA has decreased its price for 20
Summer 2014: $3.764 2013 by $.03 and decreased $.16 for 2014,
Technical Analysis ;
Summer 2014 Strip Chart t | short |Closed a1$3.88 21
Winter 2014-15 Strip Chart t | short [Ciosed at $4.10 22
Summer 2015 Strip Chart 1 | short [Closed at $3.97 23
Winter 2015-18 Strip Chart % | shont [Closed at $4.18 24
Summer 2016 Strip Chart <— | Short |Closed at $4.03 25
Winter 2016-17 Strip Chart <+— | Shont |Closed at $4.27 28
Economy
EIA projects total natural gas consumption will average 70.1 Bel/d in
Demand <—» | Long |2013 and 69.6 Bcf/d in 2014, Increased usage for residential and 27
commoercial space heating being offset by declines In power generation.
Total marketed production will increase from 69.2 Bel/d in 2012 to 70.3 7
Supply > 11978 [5ed in 2013, and 71.0 Betid In 2014, 2
Brent crude averaged $112 per barrel for 2012. EIA expects Brent crude
Oil Market <+« |Long lo average $106 per barrel by December 2013 and $103 per barrel in 27

Meeting Minutes: 428 Annex Conferance Room - 1:00 pm
Altendees: Jeff Kern, Mitch Martin, Joachim Fischesser, Steve Niederbaumer

Discussed market fundamentals including woather, storage Invenlory levels--end of the injection season Nov 1, 2013 balances, PIRA and EIA
lorecasts, independent analysls projections of supply and demand and the Impact on gas prices, economic influences on supply and demand and
technical analysia on Summer and Winter Strip prices. In addition, reviewed DEO and DEK's hedging program to date.
discussion, agreement was reached not to hedge addltional volumes at this time.

After significant




Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 11/25/13

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
Fixed Price

Fixed Price
Fixed Price
Fixed Price
Fixed Pnce
Fixed Pnce
Total Hedged (dttvday)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hed with Storage i te
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months

STEJO €07 33ed
or1and 1oday jenuay pro7
081-T10Z "ON 358D DSJAN



Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other “Withdrawals® (Mcf)
Totaf Withdrawals (Mcf)

unt Hedged (d
Fixed Price
Fixed Price
Fixed Price

Total Hedged %%
Totat Hedged (dth)

Types of Hedging Products {1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedqed with Slorage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Oth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

" (1) Maxmum percentage allowed per type

Nov-14

Dec-14

Duke Energy Kentucky

Hedging Program - Current Position

Jan-1§

November 2014 - October 2015
As of 11/25/13
Feb-15  Mar15 Apr-15

May-15

Jun-15

Jul-15

JI14Nd $40daY [gnuny $10T
081-Z10T 'ON 358D DSdAM
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 11/25/13

Jun-16 Jui-16 Aug-16 Sep-16 Oct-16

Feb-16 Mar-16 Apr-16 May-16

Nov-15 Dec-15 Jan-16

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Wrthdrawals® {Mcf)
Total Withdrawals (Mcf)

Total Hedged (dih/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price

Pnece Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Suppiy
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Oth)

Total (indl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

o114nd Hoday enuuy p1oz
081-Z10T "ON 358D DSJAN
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Duke Energy Kentucky
Hedging Program - Current Position
November 2016 - October 2017
As of 11/25/13

Nov-16  Dec-16 Jan-17  Feb17  Mar17 Apr-17  May-17  Jun-1? Juk1?  Aug-1?  Sep-17 Oct-17

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Wrthdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)

Total Hedged (cttvday)
Total Hedged (dth)

Yypes of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

t Hedqed with Storage {l ate
Hedaged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)

Total (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (3/31/14)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14

Summer 2014
Target Levels By March 31, 2014

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15
Excluding Storage Gas
Including Storage Gas
Target Leveis By October

Apr-15
May-15
Jun-15
Jul-15
Aug-1§
Sep-15
Oct-15
Summer 2015 _
[Target Levels By March a1,

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Winter 15/16

Target Levels By October 31, 2014

Apr-16
May-16
Jun-16
Jul-18
Aug-16
Sep-16
Oct-16
Summer 2016
|Targel Levels By March 31, 2014

Nov-16

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

Target Levels By October 31,

11/25/2013
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year | PIRA EIA | NYMEX Hedged Prices
(08/09-12/13) | (2012-2013) 22-Nov-13] 13-Nov-13| 27-Nov-13 Ohio Kentucky

Dec | $454 | $3.70 $3.770| $3.866 $
Jan | $452 | $335 $3.810| $3.872 $
Feb | $399 | $323 $3.820| $3.872 $
Mar | $3.71 $3.43 $3.690 | $3.833 $
Apr | $3.58 | $3.98 $3.600 | $3.845 $
May | $363 | $4.15 $3.540| $3.874 $
Jun I 8372 | $4.15 $3.700 | $3.914 $
Jul -1 $380 | $3.71 $3.870 | $3.927 $
Aug | $3.80 | $3.46 $3910| $3.916 $
Sep | $3.31 $3.57 $3920 | $3.932 $
Oct | $357 | $3.50 $3.950 | $3.993 $
Nov $3.61 $3.50 $4.090 $4.096 $
12MonthAvg  $3.82 = $3.64 $3.806  $3.912 $

Summer Average $3.784 $3.914

Winter Average $3.836 $3.908

I
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Colder Again Midwest to East

Warmer Southwest

This week’s changes are a continuation of the themes from last week
wilh more cool adjustments across the eastem half and warm changes
In the West. The forecast remains in low confidence as evidenced by
the lack of significant anomalies across much of the US. Curmrent
medium-range models no longer support a significant blocking
influence In the North Atlantic earfy in the month, so the pattern will
more likely continue |0 be driven by Pacific influences. The current bout
of cold set to spread across much of the Eastem half through the end of
November Is spurred on by ridging in the north-central Pacific, and the
CFS and ECMWF weeklies show that ridging continuing at jeast into
Week 3. As a result, risks are more likely to the colder side across the
eastem half, with further support coming from anticipated +SOI trends.
The month's GWHDDs are naw slightly colder than the 30-year normal.

Colder Midwest to East -

Not as Cold in the
Southwest

 putotegs
naw o, 304 § ALY

Cold changes continued across the East into January with much of
New England now in the negative-normal area while belows wers
expanded slightly across the Midwest. Minor warm changes were made
to the West with less belows in the Southwest. There has been no
change to the idea of ENSO remaining nautral through the month,
remaining a non-factor in the pattem. The latest NMME model shows a
pattem similar 1o ours, though warmer with aboves in the South.
Blocking In the upper-latitudes could push the forecast to a coider
direction in tha East, but it s still unclear in this lead time as to whether
that will occur.

WEATHER SERVICES

Dec GWHDD** Forecasts *10Y Normal updated to '03-12] [Jan GWHDD** Forecasts *10Y Normal updated to '03-12
10V Normal*.  852.2 10Y Normal*  940.7
Dec 2013 Fest:| 875.0 [sovNormat * s738] | yan 2014 Fest:| 965.0 [sovNomar  ss2.4
Dec-201 2 751.6 _ Jan-2013 897.7
Change: +10 “National Gasa HODs Change: +8 Natonsl Gas W HOs
.. : { ‘;s,
S0 5
5 3
; 5 7S,
f & dio brd 0 0 beCo 3 C b (1:R ;!
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e; 034 0 4 - | 0 U~JU 10 = 1o oy et MC-CA'
v B'Mmo puld {0 g DD olde 002 but © d coldes 2 uo—m-wm-ﬂ‘ ““"M.f"“ v
e SO PR R i S TR

MDA Information Systenms LLC 8
Tel 240-833-8300 Fax 240-833-83m

20 West Diamond Ave, Suite 300, Gaithersburg, MD 20878
www.mdaus.com

©2013 [029000000107.pdf—Version 2.3]




KyPSC Case No, 2012-180
2014 Annual Report PUBLIC

| MDA

WEATHER SERVICES

ST Y Dy RS R

Day 6: Mon Dec 2"+

A strong cold pool building In western Canada drives an even
more amplified pattern today with this cold dropping into parts
of the US late. This air mass places some strong belows over
' !-;:@n%@p X the Northern Rockies and parts of the Northern Plains late.
gﬂ%}»‘ o %‘{‘B\‘ 3 g =8| |Meanwhlle, the more amplified pattern pushes warmer anoma-
‘ e Vel $- 179808 | |lies Into the Midwest and East for the second half of the period. |
' N ¢ ZE The operational models present a warmer risk still across these
areas for the latter part of the period as much aboves appear
more widespread within these models. Weak high pressure
| over the East early to mid period limits the Initial warm up be-
fore the warmer risks arrive late. Confidence falls slightly driven
by detail concems In the East and the Northwest.
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/

' , US. Encrgy Information

Administration

Weekly Natural Gas Storage Report

for wesk ending November 15,2013, | Reisased: Novamber21,2013at 1030 am. | Next Releasa: Nuvember 27, 2013

Summary text  CSV JsNWoﬂdng g8s In underground storage, lower 48 states
_Historical Comparisons

sm:k- “Year no 5-Year mmuc
..., binon cubic faet (Bcf) . (1I1512) i (2008-2012) _

Reglon 11/15/13 n/os/ta . chnngc {Bch % change_ (Bco % change
Eest . _ ... 1983 . 1eea &t ___ dosr &1 20M_____ BT
West 8§52 T 845 137 sié 74
Producing 1,284 i, R I TR &+ A 0.5 niea e

1L - - 1 ¢ — .5 M sa . 222 . _ 413

Nonl&ﬂ L ____95‘7___‘_‘_' .. .B®._ . . 886 _ 09 _ber____ -t0
TOIII N A8 3878 0 23 3,77‘ ... .04
Summary

Worung gos in storaga was 3,789 Bcf as of Friday, November 15, 2013, accotding to EIA estimatas. This represents a not
decling of 45 Bcf from the previous \week. Stocks wera B8 Bcl lass than last year at this time and 15 Bct above the S-year
average of 3,774 Bc!. In the East Region, stocks were 118 Be! below the 5-year ge folowing net withdi of 31
Bet. Stocks in the Producing Reglon ware B Bef above the S-year average of 1,188 Bef sitar a net withdrawal of 13 Bet.
Stacks in the West Region were 38 Bt above the §-year average after 8 net drawdown of 1 Bcf. At 3,789 Bef, total
working gas Is within the 5-year historical range.

Woildng ges in undeground sto1age cenpared with the £ yoar ‘
hinjen cubic feet
4400

° = o > . ': o o [ 2
' 8 § 2 3 8 L ¢ 3 3
o+ Syear MU « minkmm 1ange
————siover 8
. yatt WG

l'“ Sourss; U9, Energy dormetion Administration

Note: The shaded area indicates the rangs betwesn the historicat minimum and maximum vakies for the weakly serles from 2008
hough 2012.

Source: Form EIA-912, "Weekly Underground Natural Gas Storage Repart.® The dashed vartical ines indicate cunsnt and year-ago
waeldy periods.
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North American Gas Forecast Monthly

November, 22, 2013 NATURAL GAS

m

U.S. GAS PRICE SCORECARD: JANUARY 2014 - MARCH 2014

Bearish Neutral Bulish

2
PiRA Energy Group, 3 Park Avenue, 26" Fioor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www.pira.com

For authorized subscribers only. Copyright © 2013 PIRA Energy Group. All rights reserved.
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Price Projections

Winter Gas Prices Likely to Stay Below $4—11/11/2013

According to BNP Paribas, winter gas prices will remain below the $4/MMBtu this
season dus to a lack of very cold weather and rising production levels. Paribas
forecasts 4™ quarter price of $3.55/MMBLtu rising to $3.90/MMBtu in the 1% quarter of
2014. Paribas doesn't see prices rising above the $4/MMBtu level until the 4™ quarter
of 2014,

“Once again, we see a significant threat that surplus inventories may result in lower
prices in the first half of next year. That is, unless the weather cooperates—extreme
weather conditions are required to push prices out of their current normal-range
doldrums.”

Wells Fargo Cuts 4™ Quarter Gas Price Expectation by 10%—10/24/2013

Wells Fargo cut its 4™ quarter prices from $4/MMBtu to $3.60/MMBtu, after 3" quarter
prices came in 4% below expectations. In addition, Wells Fargo cut 2013 price forecast
from $3.80/MMBtu to $3.65/MMBtu. “Our 2014 natural gas estimate is now
$3.98/MMBtu versus our prior $4.30/MMBtu a cut of 7%."

As Gas Plants Proliferate, Prices to Increase—10/21/2013

“The retirement of nearly 60 GW of coal-fired power plants, as well as projected
electricity demand growth over the next four years, will drive a sharp increase in the
number of new combined-cycle natural gas-fired plants built in the US, according to ICF
International.”

“With gas demand projected to increase and producers becoming ever more efficient,
ICF said sub-$4/MMBtu gas prices are not sustainable in a rapidly growing market. ICF
projects Henry Hub prices in 2012 dollars to average between $4 and $4.50/MMBtu
through 2015, then rise to between $5 and $6/MMBtu by 2020."

/8
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LNG Exports

LNG Exports Could Mean Billions for States—11/15/2013

“The expansion of US LNG exports has the potential to create billions of dollars in
revenues and thousands of new jobs in nearly all US states, even in those that will not
be producing or shipping gas, according to an industry-funded study.”

The report stated that overall gross domestic product could jump between $18 billion
and $115 billion annually and create 665,000 new jobs by 2035 if between 4 Bcf/d and
16 Bef/d are exported. The report cautioned that these gains may not be realized if the
Energy Department does not quickly approve pending applications. “If we don't act
quickly then we're going to lose out to international competition in demand for LNG.”

LNG Exports Could Hit 10-12 Bcf/d—10/18/2013

According to industry officials, potential markets for US LNG over the next 5 to 10 years
will range from 6 Bcf/d to 12 Bef/d. “It's going to be much more of a global market for
natural gas, | can't tell you the aggregate size, but | think the US market can absorb,
without some disruption of the domestic gas prices, 9 to 12 Bcf/d within the next 5
years.”

“Every single study that's been done about natural gas supplies and cost understates
fairly dramatically the reserves that can be economically developed and the declines in
the costs that are likely to occur.”

q
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
November 13, 2013 Release
[ Jan-11 ’ 449  Jan-12 ¢ 267 . Jan-13 ! 333 ., Jan-14 3.8
' Febt1 | 409 : Feb12 | 250 | Febd3 | 333  Feb-da | 382
, Marit 1 397  Mar12 1 218 "Mar13 | 381  Mar14 i 369
o Apr1i . 425 | Apri2 i 195 1 Apri3 417 | Aprid’T 360
| May-11 | 431 | May-12 | 243 | May-13_ 404 . May-14 ; 354
| dun-11 455 | duniz o246 Jundd 383 | Jun14 . 370
P Jui 442 | Juk12 1 295§ Juki3 362 | Ju-4 ;387
Augdin 405 [ TAugi2T| 284 | Augid | 343 | Augl4  aof
. Sep-ti | 390 | Sep2 | 285 | Sepd3 | 362 | Sep1s ! 382
" Oct11 ] 356 ’ Oct-12 | 332 | Oct13 | 368 | Oct-14 | 395
| Nowii | 324 T Novi2'] 354 [“Now1d | 356  Novi4 | 409
! Dect1 | 347 | Dec-12 | 334 ! Deci3 | 377 | Dec-14 : 418
! ; | . | i
i Average | i l"A\')erage ki I ' “Average | e Average _T ‘
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Summer Strip 2014
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Independent Statistics & Analysis

U.S. Energy Information

ela Administration

November 2013

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption.

ElA expects that natural gas consumption, which averaged 69.7 Bcf/d in 2012, will average 70.1 Bcf/d
and 69.6 Bcf/d In 2013 and 2014, respectively. Colder winter temperatures in 2013 and 2014 (compared
with the record-warm temperatures in 2012} are expected to increase the amount of natural gas used
for residential and commercial space heating. However, the projected year-over-year increases in
natural gas prices contribute to declines in natural gas used for electric power generation from 25.0
Bcf/d in 2012 to 22.1 Bcf/d in 2013 and 21.9 Bef/d in 2014,

U.S. Natural Gas Production and Trade,

Natural gas marketed production is projected to increase from 69.2 Bcf/d in 2012 to 70.3 Bcf/d in 2013
and to 71.0 Bcf/d in 2014, Natural gas pipeline gross imports, which have falien over the past five years,

are projected to fall by 0.6 Bcf/d in 2013 and 0.1 Bcf/d in 2014. Liquefied natural gas (LNG) imports are
expected to remain at minimal levels of around 0.4 Bcf/d in both 2013 and 2014.

U.S. Natural Gas Inventories.

Natural gas working inventories reached 3,814 Bcf on November 1, 57 Bef above the previous 5-year
(2008-12) average, but 112 Bcf less than last year's record-setting inventory level.

Crude Oil Prices

Brent crude oil spot prices fell from a monthly average of $112 per barrel in September 2013 to an
average of $109 per barrel during October. EIA expects the Brent crude oil price to continue to weaken
as non-OPEC supply growth exceeds growth in world consumption. The Brent crude oll price is projected
to average $106 per barrel by December 2013 and $103 per barrel in 2014.

The forecast WTI crude oil spot price, which averaged $106 per barrel during September, fell to an
average of 5101 per barrel in October. EIA expects that WT| crude oil prices will average $97 per barrel
during the fourth quarter of 2013 and $95 per barrel during 2014. The discount of WTI crude oil to Brent

crude oil, which averaged $18 per barrel in 2012 and then fell to $3 per barrel in July 2013, averaged $9

per barrel during October. EIA expects the WTI discount to average $10 per barrel during the fourth
quarter of 2013 and $8 per barrel during 2014.

27
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System Supply
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Gas Resources
Hedging Program
Market Indicators Summary
December 26, 2013

2014. WTi crude averaged $94 for 2012. EIA expects WTI crude to

average $96 per barrel during the fourth quarter of 2013 and $95 in 2014.

Price Page
Pressure Term Comments Ret
Weather
NOAA predicting above average temperatures for January 2014--March
Long Term Forecast (Jan 14--Mar 14) ¢ Long 2014 for the southarn states of Arizona to Georgia and normal 12
termperaturas for the majority of the rest of CONUS.
January Is predicted to be 3.4% colder than normal based on 10 year
Mid Term Forecast (30-60 days) f l Long |normals and February weather is predicted to be 2.3% warmer than 13
normal.
Above normal temperatures across the western portion of CONUS and
h F - >
Short Term Forecast (6-10 days) Short below normal temperatures across the eastern portion of CONUS, 14
Storage Inventory
Storage withdraws for the week ending December 13th were 285 Bcf.
Storage levels are at 3.736 TCF which is 13.1% lower than last year and
EIA Weekly Storage Report t Long |7 4% tower than the § year average. The 285 Bef draw sets all-time 15
record due to well freeze-offs and degree days.
Industry Publications
" PIRA Energy Groy, ‘ GAS PRICE SCORECARD: January 2014--October 2014 Gas Price
Winter 2013/14: Long |Outiook "Bearish® based on fundamentals such as "Lower 48 Gas 16-17
Summer 2014: Production®, and "Resldentlal/Commaercial Demand"”.
Pennsylvania Supreme Court sirlkes down key part of Pennsylvania
drilling law that allowed State regulation to preempt local zoning
. regulations. According to an industry trade group navigating a maze of
gﬁ; nl;ally Pennsylvania Supreme Court T Long llocal ordinances on drilling and fracking is like getting "2,000 driver's 18
licenses" to drive across the state. As a result of the decislon, companles
will have to think twice before they come to Pannsylvania and invest.
ﬁgowmmem Agencles
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.696/MMBtu
Winter 2013/14: $3.778 l Long lfor 2013 and $3.783/MMBtu for 2014. EIA has decreased its price for 19’
Summer 2014: $3.707 2013 by $.01 and decreased $.06 for 2014,
Technlcal Analysls
Summer 2014 Strip Chart 4 Short {Closed at $4.18 20
Winter 2014-15 Strip Chart % | shon [Closed at $4.36 21
Summer 2015 Strip Chart 4 | shon [Closed at $4.05 22
Winter 2015-18 Strip Chart 4 | short [Closed at $4.24 23
Summer 2016 Strip Chart < | Short [Closed at $4.04 24
Winter 2016-17 Strip Chart <4—> | Short {Closed at $4.27 25
Economy
EIA projects total natural gas consumption will average 70.7 Bet/d in 2013
Demand <+—» | Long |and 69.6 Bef/d In 2014. increased usage for residential and commercial 26
space heating being offset by declines in power generation.
Total marketed production will increase from 69.2 Bet/d in 2012 to 70.4 26
Supply ¢ | Long |gt/d in 2013, and 71.4 Betid in 2014,
Brant crude averaged $112 per barrel for 2012. EIA expects Brent crude
|
Oil Market «— | Long to average $108 per barrel by Decernber 2013 and $104 per barrel In 27

Meeting Minutes: 426 Annex Conference Room - 1:00 pm

Attendess: Jeff Kern, Steve Niederbaumer

Discussed currant market conditions Including weather forecasts, starage levels and various analysts projactlons as well as EiA's forecasts for
natural gas and oll markets. Discussed the 285 Bcf storage draw which sets an all-time record dua to weather and well freeze-offs. Discussed the
recent run-up In price, which after discusslon, determined the short-term run-up was based on current weather. in additlon, discussed the recent
Pennsylvania Supreme Court ruling on driiling regulation and that impact on Marcellus production. Based on the discussion, as weli as the current
position of the Hedging Program, no additional hedging is proposed.




Duke Energy Kentucky
Hedging Program - Current Position

November 2013 - October 2014
As of 12/13113
Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals” (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)

Total Hedged (ativday)
Total Hedged (dth)

Types of Hedging Products {1)
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage ity Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)

" Market (Dth)
Total (inct. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxamum percentage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Position
November 2014 - October 2015
As of 12/13/13
Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jut-15 Aug-15 Sep-15 Oct-15
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)
TCO FSS Withdrawals (Mcf)
Other "Withdrawals" (Mcf)

Total Withdrawals (Mcf)

Total Hedged (dth)

Types of Hedging Products (1}
Fixed Price
Price Caps
No-Cost Coilars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)

Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxmum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

2114nd 3Hody [enuuy $107
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
Asof 12/13/13

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Yypes of Hedging Products (1)
Fixed Price

Price Caps
No-Cost Coltars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)

Hedged % of System Supply
Seasonal % of Systam Supply

Amt Hedged wilh Slerage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (inct. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1} Maximum percentags allowed per type of hedging product is 25% for Winter months and 40% Summer months.

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Oct-16
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Duke Energy Kentucky
Hedging Program - Current Position
November 2016 - October 2017
As of 12/13/13

Nov-16 Dec-16 Jan-17 Feb-17 Mar-17 Apr-17
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
TBD

8D

8D
Total Hedged (dut/day)
Total Hedged (dth)

Types of Hedging Produ 1
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage ity Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (D1h)
Market (Oth)
Total (inci. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxsimum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

May-17

Jun-17

Jul-17

Aug-17

Sep-17
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Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (3/31/14)
Delivery Supply Total Required  Allowed
Month Olvmo Oth/day Oth/mo dth/day dth/day
Apr-14
May-14
Jun-14
Jul-14
Aug-14

Sep-14
Oct-14

Summer 201 4_
ITarget Levels By March 31, 2014

Winter 14/15
Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2014

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 20l53_
|Target Levels By March 31, 2014

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Winter 15/16

Target Levels By October 31, 2014

Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Summer 2016
[Target Levels By March 31, 2014

Nov-18

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

Target Levels By October 31, 2014

12/13/2013
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA | NYMEX Hedged Prices
08/09-12/13) | (2012-2013) 20-Dec-13| 10-Dec-13| 26-Dec-13 Qhio Kentucky
Jan | $4.52 | $3.35 $3.860 | $4.427
Feb | $3.99 | $3.23 $3.850 | $4.469
Mar | $3.71 $3.43 $3.690 | $4.438
Apr | $358 | $3.98 $3570 | $4.179
May | $3.63 $4.15 $3.480| $4.155
dun $3.72 | $4.15 $3630 | $4.172
dul $3.90 | $3.74 $3.780 | $4.184
Aug 1 $3.80 $3.46 $3.820| $4.194
Sep | $3.31 $3.57 $3.620| $a.182
Oct | $3.57 | $3.50 $3.850 | $4.203
Nov | $3.61 $3.50 $3.980 | $4.241
Dec | $3.93 $3.82 $4.060 | $4.350
12Month Avg  $3.77 $3.65 $3.783  $4.266
Summer Average $3.707 $4.181
Winter Average _ $3.888 _ $4.385

Spot Prices--12-27-2013 xisx

12/26/2013
} 7

FutureB&W
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J-09te0.9
Colder Midwest/Northeast Forecast remains
unchanged
Wammer California
Cold expected in Upper
Midwest

Some cold changes were mede to our final update for January with The forecast for February remains unchanged with cold stil expected
widespread cold expected to be directed from westem end central from central Canada into the upper Midwest and to a lesser extent in
Caneda into much of the central US. Belows sre extended further Into the East. Thia remalns consistent with the recent pattem snd to some
the Upper Midwest with the Northeast now in the negative-nsutral axtent with a negative PDO, but there is stil a risk that increased

category while aboves ere limited to the Southeast. Msanwhile, some blocking could lead to stronger cotd acroas the northem tier. The

warm changes were made to California and to alesser extent In the NMME mode! srgues for a warmer look while the most recent CFS
Northwast. Tha changes come aa no real surprise as our current 1-16 mode! shows an outiock with more warmth In the South end East and
Day forecast now valid out through the first week of January shows coid In the Northwest and North-Centrat US. Confidence remalns on the
widespread belows across the Midwest and Northeast as the polar low end at this time.

vortex is trapped over the Hudson Bay. There may yet be some coid
risk across the northern tier as both the GFS and Euro ensembles show
a negative AO developing through the beginning of January as weli 8s

a negative EPO.
Jan GWHDD** Foracasts *40Y Normal updated to '03-12] }Feb GWHDD** Forecasts *10Y Normal updated to ‘03-12
10\' Normal* 940.7 10Y Normal* 803.5
Jan 2014 Fest:] 973.0 [oovNormar  852.1] IFab 2014 Fest:| 785.0 Jsov Normat 7791
) . Jan-2013 897.7 Feh-2013 796.8
Chango: 13 1 ionsl GasWeighied HODs No Change “Nationel Gas- Weighied HDDs
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EarthSat wecast—Detailed. [B/ 2/ 1
. Thiirsda December 3

WEATHER SERVICES

.21 Meteorologist: PV/JS
Intense Cold Chills Upper Midwest, Northeast

Forecast Trends Colder Across Northern Tier

(TAROBLLY A T VR IERG _g»;_.j%wi.%qtﬂ,!
Day 6: Tuesday, Dec Y i

The forecast has trended colder since our last update, with bit-
terly cold conditions Spanning the Upper Midwest and North-
east as a polar vortex strengthens and shifts a little more
Southward compared to previous expectations. Strong below
normal cold threatens central to eastern Canada as well as the
Upper Midwest and Northeast, iikely delving far enough south-
ward to impact Boston and Chicago early in the period. This

Forecast

: «bysld s Intense cold could still exceed expectations as well as Inch a
Confidence: { - 74 | little farther southward than predicted. Volatility within a more
8/10 TMDA active storm pattern prevents the bitter coid from Invading the

o o v s o i - - south-central to southeastern US. Warm temperatures are to
L R : be found across many of the western states,
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Day 7: Wednesday, Jan 1

03y 8: Thursday, 1an 2~ TR

Previous
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Confidence:
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ay 9: Friday, Jan

Previous
Forecast: 7

Previous
Forecast:

Forecast

Forecast
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Weekly Natural Gas Storage Report - EIA
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51A) US. Encrgy Informati
€la’ Aamidstion

Weekly Natural Gas Storage Report

{or week ending Decembaer 13, 2013. | Released: Duceintar 19 M st 1O W uin Next Retesne: Ouwesinher 27 2013

Summary toxt T3V JSNWorking gas In underground storage, lower 43 states
tistoncal Compansom
Stocks Yesr ago S-Year average
bilion cubke feet {Bef) {12/13/12) {2008 2012)
Region 12/13/13 12008/13 change {8ch % change [{-1)] % changs
Eset 1,683 1.9158 132 1932 129 1,890 -11.0
Went 450 504 54 539 -165 48t 8.4
Producing 1.115 1,214 -99 1,204 148 1.128 -20
sait an 300 22 Nn3 15 214 29.4
Nonsalt 039 905 -68 951 (118 924 92
Totel J240 3,533 -288 3738 -13.8 3,508 1.8

E1A will provide a penod of public testing of tha upcoming changes to the Waekly Natural Gas Storage Report  Testing

* will commence on Decemher 13, 2013, with follow up 18518 Iater n tha month  Key detals ncluding finks 1o examples of

the new WHNGSA report fitas, and the dales and times for public toaling are available st hhp .1t o3 gov;ngsinutea himf

Summary

Working gas in sloraga was 3,248 Bc! as of Friday, December 13, 2013, according to EIA estimates. This
represents & net decling of 285 Bef from the previous week, Stocks were 498 Bcf [ess than last year st this time
and 261 Bcf balow the 5-year averaga of 3.509 Bet. In the East Region, stocks were 207 Bef below the S-year
average following net withdrawals of 132 Bel. Stocks In the Producing Region were 23 Bet below the 5-year
aversge of 1,138 Bcef alter & net withdrawal of 99 Bef Stocks in the West Region were 31 Bcf below the §-year
averags aftar 8 net drawdown of 54 Bef. At 3,248 Bef, total working gas is within the S-ysar historical range.
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North American Gas Price Overview
Per MMBTU
December 20, 2013 Release
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North American Gas Forecast Monthly

December, 20, 2013 NATURAL GAS
m

U.S. GAS PRICE SCORECARD: JANUARY 2014 - OCTOBER 2014

Bearish Neutral Buflish
- Jom) ]

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tel) 212.686-6808 (Fax) 212 686-6628 www pira.com 2
For authorized subscribers only, Copyright © 2013 PIRA Energy Group. All rights reserved.
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Pennsylvania Supreme Court Ruling

Court Strikes Down Key Part of Pa Drilling Law—December 20, 2013

“In a major blow to the state's gas drilling industry, the Pennsylvania State Supreme
Court ruled that major parts of the state’s sweeping Marcellus Shale law known as Act

13 are unconstitutional—including a provision that new state regulations would preempt
local zoning regulations.”

The decision lifts restrictions on municipalities set out in the February 2012 law, allowing

local regulations to stand on whether and where to allow wells, compressor stations,
pipelines and other equipment.

“The producing industry had fought hard to preserve Act 13's determination that only the
state can decide when to ban or restrict drilling activity in the gas-rich Marcellus Shale.
Industry trade groups have argued that navigating a maze of local ordinances on drilling
and hydraulic fracturing is like getting “2,000 driver's license" to drive across the state.”

Chief Justice Ronald Castille wrote that “to describe this case simply as a zoning or
agency discretion matter would not capture the essence of the parties' fundamental
dispute regarding Act 13. Rather, at its core, this dispute centers upon an asserted
vindication of citizens' rights to quality of life on their properties and in their hometowns.”

Drillers May Think Twice About PA. After Ruling—December 23, 2013

In the decision, the Pennsylvania Supreme Court said that towns have the right to limit
natural gas operations to certain areas through zoning.

As a result of the decision, companies will have to think twice before they come to
Pennsylvania and invest. According to the West Virginia Oil and Gas Association, “|
believe that if you were operating in a state that has less certainty now, your company

will be looking for places that can provide the certainty that you need when you are
making major investments."

Marcellus Shale Coalition states the industry will continue to work collaboratively with
the communities in which we operate to ensure shale development moves forward and
we continue to realize the benefits at the local and state levels.
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Independent Statistics & Analysis

ei ) Us. Energy Information
' a Administration

December 2013

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that natural gas consumption, which averaged 69.6 Bcf/d in 2012, will average 70.7 Bcf/d
and 69.6 Bef/d in 2013 and 2014, respectively. Colder winter temperatures in 2013 and 2014 (compared

with the record-warm temperatures in 2012} are expected to increase the amount of natural gas used
for residential and commercial space heating. However, the projected year-over-year increases in

natural gas prices contribute to declines in natural gas used for electric power generation from 24.9
Bcf/d in 2012 to 22.3 Bcf/d in 2013 and 22.1 Bef/d in 2014.

U.S. Natural Gas Production and Trade.

Natural gas production in the northeastern United States rose from 2.1 billion cubic feet per day

(Bcf/d) in 2008 to 12.3 Bcf/d in 2013. This trend has reduced the cost and increased the supply
of natural gas in the Northeast. This additional supply has encouraged greater use of natural gas
in the Northeast, especially for power generation, and has also reduced net inflows of natural
gas into the region from other regions such as the Gulf of Mexico, the Midwest, and eastern
Canada. Regional environmental incentives, in addition to greater supply and lower prices, have
contributed to the increased use of natural gas for power generation,_Both of the Northeast's
regional transmission organizations, the Independent System Operator of New England (ISO-NE)
and the New York Independent System Operator (NYISQO), have seen a dramatic shift since 2001
away from petroleum- and coal-fired generation to predominantly natural gas-fired outputin

2012 and 2013,
Natural gas marketed production is projected to Increase from 69.2 Bc¢f/d in 2012 to 70.4 Bcf/d in 2013

and 71.4 8cf/d in 2014. Natural gas pipeline gross imports, which have fallen over the past five years,
are projected to fall by 0.5 Bcf/d in 2013 and remain flat in 2014. Liquefied natural gas (LNG) imports are
expected to remain at minimal levels of around 0.3 Bef/d in 2013 and 0.2 B¢f/d 2014.

U.S. Natural Gas Inventorles.

Natural gas working Inventories fell by 162 Bcf to 3,614 Bcf during the week ending November 29, 2013,
This was the largest weekly net withdrawal for the month of November since publication of weekly

storage data began in 1994. Colder-than-normal temperatures during the week resulted in increased
heating demand, prompting larger-than normal withdrawals in ail three regions, including a particularly
large withdrawal In the Producing Region. Stocks are now 200 Bcf less than year-ago levels and 104 Bcf
less than the five-year (2008-2012) average.

26



KyPSC Case No. 2012-180
2014 Annual Report PUBLIC
Page 248 of 325

Crude Oil Prices

Brent crude oil spot prices feli from a monthly average of $112 per barrel in September 2013 to $108

per barrel in November. EIA expects the Brent crude oil price to continue to weaken as non-OPEC supply

growth exceeds growth in world consumption. The Brent crude oil price is projected to average $108 per
barrel in December 2013 and $104 per barrel in 2014

The forecast WTI crude oil spot price, which averaged $106 per barrel during September, fell to

an average of $94 per barrel in November. EIA expects that WTI crude oil prices will average

$96 per barrel during the fourth quarter of 2013 and $95 per barrel during 2014. The discount of
WTI crude oil to Brent crude oil, which averaged $18 per barrel in 2012 and then fell to below $4

per barrel in July 2013, averaged $14 per barrel during November. EIA expects the WT| discount

to average $12 per barre! during the fourth quarter of 2013 and $9 per barrel during 2014, as
new pipeline capacity is added from Cushing to the Gulf Coast.
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Duke Energy
Hedging Program
Remalning Base Not Yet Locked In
Winter 2013-14
%
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Duke Enerqy Ohio
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System Supply

Dyke Energy Kentucky
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System Supply
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Gas Resources
Hedging Program
Market Indicators Summary
January 23,2014
Price Page
Pressure Term Comments Ref
Weather
NOAA predicting above average temperatures for February 2014--April
Long Term Forecast (Feb 14--Apr 14) i Long |2014 for the southern portion of CONUS. Normal temperatures across the| 12
mid-CONUS, some below in Minn., Dakota's, and Montana.
February is predicted to be 0.2% colder than normal based on 10 year
Mid Term Forecast (30-60 days) T Long normals and March weather is predicted to be 7.2% colder than normal. 13
——b Above normal temperatures across the western portion of CONUS and
Short Term Forecast (6-10 days) Shart below normal temperatures across the eastern portion of CONUS. 14
Storage Inventory
Storage withdraws for the week ending January 17th were 107 Bct.
f Storage ievels are at 2.423 TCF which is 19.8% jower than iast year and
EIA Weekiy Storage R Long }13:2% iower than the 5 year average. Goldman Sachs and Bentek predict 15
y Slorage Report "0 Istorage batance of 1.4 Tct by the end of March, Thisls 298 Bcf below the
five-year average.
Industry Publications
PIRA Energy Grou i GAS PRICE SCORECARD: January 2014--October 2014 Gas Price
Winter 2013/14: Long {Outiock "Bearish" based on fundamentals such as "Lower 48 Gas 16-17
Summer 2014: Production®, and “Residential/Commercial Demand".
Waeather, exports 1o Mexico and more certainty of LNG exports have
analyst buliish on the commodity. Ralsed 2014 forecast by 6% to
$4.25/Mcf and $4.40 or 4% for 2015. Weather impact on storage sending
Gas Daily--Price Projections ? Long [cash and future prices soaring and wili keep the prices up for the 18
remainder of the winter. However, expects prices to be back to $32.50 in
about 4 months.
US gas production steady growth despite 19% drop in rig count. Domestic
production hit 83 Bcf/d in October. Marcellus Shale represeants 20% of
- nations supply. 2014 production gain of 1 Bef/d. Credit Sulsse belleves
Gas Dally-Miscellaneous information ‘ Long growth in gas demand is overstated. As a result the market will remain 18
bearish on strong production and lagging pipeilne bulid out. Stili very
difficuit to spin a structurally bullish story out of the current weather events.
|Government Agencles
Energy Information Administration The projected Henry Hub natural gas spot price averages $3'.893/MM8tu
Summer 2014: $3.771 ‘ Long |for 2014 and $4.109/MMBtu for 2015. E!A has increased its price for 20
Winter 2014/15: $4.084 . 2014 by $.11.
Technical Analysis
Summer 2014 Strip Chart t | Short |Closed at $4.28 21
Winter 2014-15 Strip Chart t | short |Closed at $4.42 22
Summer 2015 Strip Chart t | short|Ciosed at $4.05 2
Winter 2015-18 Strip Chan | short [Closed at $4.25 24
Summaer 20186 Strip Chart <+— | Short |Closed at $4.05 25
Winter 2018-17 Strip Chart <+— | Short [Closed at $4.29 28
Economy
EIA projects total nalural gas consumption will average 71.2 Bcf/d In 2013
Demand <+—» | Long |and €9.6 Bet/d in 2014, Increased usage for residentlal and commercial 27
space heating belng offset by declines in power generation.
Total marketed production will grow at an average rate of 2.1% in 2014
Supply > | Lo |ond 1.3% in 2015. a7
EIA expacts Brent crude to average $105 per barref for 2014 and $102 per
Oil Market <+—» | Long [barrei in 2015. WTIi crude expected to average $93 for 2014, EiA 28
expects WT! crude to average $90 per barrel in 2015.

Mesting Minutes: 426 Annex Confarence Room - 1:00 pm
Attendees: Jim Mehring, Mike Brumback, Jeff Kern, Joachim Fischesser, Mitch Martin, Steve Niederbaumer

Discussed current market conditions(recent run-up in prices) including curront woather forecasts(extended exireme cold), storage levels (incfuding
eslimate of 1.4 Tef balance by the end of March) and various analysts projections as well as EIA's forecasts for Supply and Demand of the Natura!
Gas markets and Ol prices. Discussed the curront hedging positions for both DEO and DEK. Baged on the discusslon, a determination was made
nol to propose additional hedging at this time.




Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mc1)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other “Withdrawails*® (Mcf)
Total Withdrawals (Mcf)

Y
Total Hedged (dth)

Jypes of Hedging Products (1)
Fixed Pnce
Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estmaled System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt ed with Storage @ Ci ate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Duks Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 01/22/14

Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

{1} Maximum percentage allowed per lype of hedging product is 25% for Winter months and 40% Summer months,
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Duke Energy Kentucky
Hedging Program - Current Position
November 2014 - October 2015
As ot 01/22/14

Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-1§ Juk-15 Aug-15 Sep-15 Oct-15

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawais® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types ot Hedqing Products

Fixed Price

Price Caps

No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedqed with Storage @ City Gate
Hedged (City Gate) (Oth)
Storage Withdrawal (Dth)
Market (Dth)
Tatal (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage atiowed per typse of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016
As of 01/22/14

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mc)

78D
Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Price Caps
No-Cost Cottars

Embedded Hadged Cost

Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply

Ssasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (Cty Gate) (Dth)
- Storage Withdrawal (Dth)
Market (Dth)
Total {incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.
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_ Duke Energy Ksntucky
Hedging Program - Current Position
November 2016 - October 2017
Asof 01/22/14

Nov-16 Dec-16 Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17

recast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged {dthday)
TBD
TBD
TBD
Total Hedged (dth/day)
Total Hedged (dth)

Jypes of Hedging Products {1}
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Wwinter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Ga
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxsmum percemtage aliowed per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (3/31/14)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr-14
May-14
Jun-14
Jul-14 .
Aug-14
Sep-14
Oct-14

Summer 2014 _
ﬁarget Levels By March 31, 2014

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15
Storage Gas

Exciuding Storage Gas
Including Storage Gas
Target Levels By Octaber 31, 2014

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Earqet Levels fyMarch 31, 2014

Nov-15

Dec-15

Jan-18

Feb-16

Mar-18

Winter 15/18

Target Laeveis By October 31, 2014

Apr-18
May-16
Jun-18
Jul-18
Aug-18
Sep-18
Oct-16
Summer 2016
[Target Levels By March a1, 2014

Nov-18

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

Target Levels By October 31, 2014

1/22/2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICE
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year | PIRA EIA NYMEX
(09/10-13/14) | (2013-2014) 20-Dec-13| 7-Jan-14 | 23-Jan-14

Feb | $3.99 $3.35 $4.130 | $4.916
Mar | $3.71 $3.23 $3.900 | $4.719
Apr | $3.58 $3.43 $3.720 | $4.334
May | $3.63 $3.98 $3.560 | $4.289
Jun | '$372 | $4.15 $3.700 |  $4.309
dul | $3.90 $4.15 $3.830 | $4.328
Aug | $3.80 $3.71 $3.850 | $4.335
Sep | $3.31 $3.46 $3.850 | $4.322
Oct | $3.57 $3.57 $3.870| $4.334
Nov | $3.61 $3.50 $4.000| $4.368
Dec | $3.93 | $3.50 $4.080 | $4.461
dJan | $4.18 $4.41 $4.180 | $4.544
12MonthAvg  $3.74 $3.70 $3.891 $4.438
Summer Average $3.771 $4.322
Winter Average $4.058 $4.602

Spot Prices--1-23-2014.xIsx

1/23/2014
11

FutureB&W
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SIMDA

to +4.9[=] +2.0 t0 +2.9 [Z]+1.0t0 +1.9

[]-09t00.9

Colder Upper Midwest and
Northeast

Warmer California

Coider changes were made from the northem Piains through the Lower
Midwest and Ihe interior Northeast, expanding the southem periphery of
belows into these areas. A southward expansion in the second-tier belows is
made as well. Marginal colder changes are made in Texas while SoCal was
warmed {o include a strip of aboves. The major thame of mid and upper-
latitude blocking, particularly over the Pacific, keeping heights suppressed
over North America is projected to hold into February, which we predict will
allow for a very cold start to February across the Central US. Prolonged and
severe drought conditions over California should tend to keep warmth intact
hera and the drought could amplify warming and yield more widespread and
anomalous aboves.'‘Areas from tha Southeast to the Mid-Atlantic canry a
mixed risk, ag brief warm spells could feature stronger peak warmth,
Oppositely, peak cooling could be stronger over the East, South and

Colder Upper Midwest

Warmer Southwest

Similar {o February, Ihe March outlook also saw some colder changes
across lhe north-central US and warm changes in the Southwest, with
belows stil expecled lo be directed mainly into Ihe northem Plains and
northwestem Midwest. The larger areal coverage of warm changes in
the West balanced the cold changes in the more heavily-weighted
Midwest, leading to zero net change In the GWHDDs this week. The
forecasl remains largely based upon the long term negative PDO, with
the increasing droughl influence in the West in part leading fo the warm
changes there. The latest CFS model shows a similar outiook to ours
with cold mainly from westem and ceniral Canada into the upper
Midwesl and some marginai warm anomalles in the East.

Midwest with each press of Arctic air,
Feb GWHDD** Forecasts *10Y Nomal ‘04-13 Mar GWHDD** Forecasts *10Y Normal ‘04-13
: 10Y Normal*i 786.2. 10Y Normal*  596.9
Feb 2014 Fest:| 798.0 [sovNormai © 770.4 | IMar 2014 Fest:| 640.0 [30YNomal 6312
S Feb2013 ; 796.5; __[Mar2013 7043
Changm * **National Gas-Waeighted HDOs No Chang. *“National Gas-Waighted HDDs

d pla
verifies the mic
ary l’ﬁ‘ci.

R

MDA Information Systems LLC 8
Tel 240-833-8300 Fax 240-833-8301

20 West Diamond Ave, Suite 300,
www.mdaus.com  ©2014 [029000000107.pdf—~Version 2.3}
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& . AC,  WEATHER SERVICES
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Day 6: Tuesday, Jan 28"

Previous \%@W;:?J e —— it
Forecast: _ {@ 4 4:6’ - S A cooling trend for the first half of the period continues to take

wnaifh . ) % X4 ; : : shape across the eastern third of the country. Strong below

Lo @ . normal temperatures impact the Midwest, East, and parts of

a}‘g the Deep South. With the colder changes, Chicago's high to

ShEpH
b @A&p,@ﬂ BRI SRR start the period is now only 0. With the colder trends, there is

:'f’ N S limited room for any colder adjustments throughout these are-
e 25% pig S as. A more active, stormy pattem along the South could help
"4 Rt - . push away some of the more robust cold anomalies for the Iat-
Confidence: S ’ » ter parts of the period. The warmth in the West remains intact
8/10 MDA through the mid-period, but starts to break down in the North-
e T TRt | | west late. Yet, Califomia is quite warm throughout the period.

[ o A= oy M-S onl

HG TR T I RTOT n T LA T I AT
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Previous . \W
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U.S. Encrgy Information
Administration

Weekly Natural Gas Storage Report

for week ending January 17,2014 | Raleased: Jwmiry 23 2014 st 100w | Hexl Release: Snnuary 30 2011

Summay taxt  CSV  JSNWorking gas in underground storags, lower 48 states
Historical Comparisons

Stacks Yoar ago 5-Year average
tiffon cubee foes (Bef) o1/1113) {2009-2013)

Raglon o/trie o|/|o_m net chaﬁgo Implied flow {(BehH % changs (Bef) % change
Eant ‘ 1.187 1.254 ar 47 ’ 1.531 225 1,440 1re
Waet 349 364 -15 15 422 123 390 .-105
froduclnu 887 212 -25 -2.’; 1,068 -189 962 ‘-1 a
san 213 an 2 2 262 487 " 203
Nonssit 674 101 .27 27 805 163 785 141
Totat ' 2423 2.-535 107 -107 3.021 198 2,192 -132

The U S. Energy information Administration (E1A) has implemented pubfication of the new Weekly Natural Gas
Storage Report (WNGSR) web products. Delalls about changes to the Weekly Natural Gas Storage Report
(WNGSR) can be found at: hitp:/fir ela govings/notice htmi.

Summary

Workuing gas i storage was 2.423 Bct as of Fiday. January 17, 2014, according 10 EIA estimales. This represents a net
deckna of 107 Bef from the previous week. Stocks were 538 Bcf leas than lasl yeer 81 this bme and 369 Bcf below 1he -
yoat average of 2,792 Bef. In the East Region. stocks were 253 Bet below tha S-year g ing net withdrawals of
87 Bet. Stocks in the Producing Region ware 75 Bcf beiow the S-year average ol 962 B¢t aftar a net wnhdrnwnl ot 25 Bel.
Stocks in the West Region ware 41 Bl below tha S-year average after a nst drawdown of t5 Bcl. At 2,423 Bcl. 1otal
working gas is betow the 5 ysar hiatorical range.

oAy W peecony §-your
biltion tub ¢ oet

2800

.12
Apr-12
Jul12
oa12
13
Apr

Ju3
[*1-2 2]
~anit

- $year madmun - murirenrenge
—lover &
— A 08

\'ﬁ FCU0N' U ¥ EnarQy NOrANISN A Fv st 3t ON

Nota: The shadad araa mudi the range the intmum and il salues for the waekly Seriss from 2009

thiough 2012,
Source: Form E1A-912, ‘Waekly Lindargiound Natuiat Gas Starmge Repon © The dashied veriical ines sidrate cunent and year ago
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PIRA
North American Gas Price Overview
Per MMBTU
December 20, 2013 Release

_dan-11 dan-12 | Jan-13 |
Febdi i _Feb-12 ! Feb-13
.. Mar-11 i _Mar-12 _Mar-13
. Aprit Apri2 | Apr-13
__May-11 __May-12 | May-13_
_dun-11 _.dun-12 __dun-13_
_dui-11 . D | Jul-12_ Jul-13
Aug-11 Aug-12 _Aug-13
Sep-11 _ _.Sep-12_ _..Sep-13
_.Oct-11 .. Oct-12 Oct-13
Nov-11 _Nov-12 Nov-13 _
.. Dec-11 |__.Dec-12. Dec-13
' “Average : Average Average “Average |
2o 18 2012 | 2013 2014 .J_-g
[ “"Summer ; ““Summer ; Summer | Summer . $
2011 13 2012 !? L2013 4”7 2014 L
| Winter 2011-1 [Winter 2012 |Winter 2013,
(2012 |° __2013 _ I | 2014 .|

/6
Hedging Meeting 01-23-2014.xIsx 1/22/2014 PIRA Prices
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North American Gas Forecast Monthly

December, 20, 2013 NATURAL GAS

U.S. GAS PRICE SCORECARD: JANUARY 2014 - OCTOBER 2014

Bearish Neutral Bulish
=N -] .

PiRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tei) 212-686-6808 (Fax) 212-686-6628 www.pira.com 2
For authorized subscribers only. Copyright © 2013 PIRA Energy Group. Alii rights reserved.
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Price Projections

Cold, Exports Prompt Analyst to Raise Price Call—1/23/2014

“A Hail Mary pass of frigid artic weather, increased natural gas shipments to Mexico and
more certainty to LNG exports is making analyst Tim Rezvan bullish on the commodity.”
He has raised his 2014 forecast 6% to $4.25/Mcf and his 2015 forecast 4% to
$4.40/Mcf.

The storage shortage (14% below 5-year average) is expected to continue and reach
below 1.5 Tcf for the first time since April 2008. Adding to demand further out will be
exports to Mexico by pipeline and by LNG.

“LNG exports now look more like a 'when' than an ‘if—we have long been skeptical the
LNG exports would materialize on schedule, due to financing and regulatory concerns.
However, Cheniere Energy appears to be on schedule to begin liquefaction from the
first two of its four fully contracted liquefied natural gas trains by year-end 2015.”

Run on Storage Keeping Winter Markets Aloft—1/17/2014

Unexpectedly harsh weather has taken a huge bite out of storage, sending cash and
forward prices soaring and likely keeping prices propped up for the remainder of the
winter. Storage withdrawals so far this heating season have been a whopping 71%
larger than last year. The cold has helped keep the supply/demand balance relatively
tight and prices aloft.

The Henry Hub cash price this morning (Jan 23) is $4.91 up from $3.455 on November
1st. According to one trader, “Higher prices have given drillers the opportunity to hedge
and drill some more, which could lead to production ramping up more than expected
and assuage supply concerns. Who knows what we'll see on the back end with
weather, but assuming normal conditions, | think we'll be back to $3.50 in about four
months.”

10
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Miscellaneous Information

Despite Downturn in Gas Rig Count, Production Likely to Keep
Growing—January 17, 2014

“US gas production continued its steady, shale-fueled climb throughout 2013—and is
expected to stay on that path this year—despite a significant drop in the number of gas-
directed drilling rigs.”

According to Baker Hughes, the gas rig count dropped from 439 at the beginning of
2013 to 357 as of January 10, 2014—a decline of 19%.

Domestic production hit record levels surpassing 83 Bcf/d at the end of October, due to
prolific shale wells. EIA predicts Marcellus output will hit 14 Bcf/d this month providing
some 20% of the nation’s gas supply. Average gas production per rig in the Marcellus
continues to rise. “This development simply reaffirms our view that 2014 will witness
domestic production gains of roughly 1 Bef/d over the prior year, despite the reduction in
rigs operating in the field.”

Gas Demand Growth Forecasts to 2020 Likely Overstated—January
17, 2014

Forecasts for natural gas demand growth through 2020 may be overstated, meaning the
market will remain bearish amid strong production and lagging pipeline build out
according to Credit Suisse.

“| think it is still very difficult to spin a structurally bullish story out of the current weather
events.” “The hefty draw on storage gas sets us up for a more interesting injection
season than in the past. But given the production growth in shale plays that shows little
sign of slowing, that level of refill will not likely pose much of a challenge for the E&P
industry. We should easily be able to do that.”
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Independent Statistics & Analysis

ei ~ ]} US. Energy Information
a Administration

January 2014

Short-Term Energy Outlook (STEO)

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that total natural gas consumption to average a record high 71.2 billion cubic feet per da
Bcf/d) in 2013, an increase of 1.5 Bef/d (2.1%) from the previous year. Projected natural gas
consumption falls by 1.6 Bcf/d (2.2%) in 2014 because of the forecast 4.6% decline in heating degree
days and lower natural gas use by the electric power sector. In. 2015, natural gas consumption increases
by 1.4 Bcf/d with growth in use by the industrial and electric power sectors. The projected year-over-
year increases in natural gas prices contribute to declines in natural gas used for electric power
generation from 24.9 Bcf/d in 2012 to 22.3 Bcf/d in 2013 and 21.7 Bcf/d in 2014. However, as
retirements of coal power plants rise In 2015 in response to the implementation of the Mercury and Air
Toxics Standards, EIA expects natural gas consumption In the power sector to increase to 22.6 Bcf/d.

U.S. Natural Gas Product!on and Trade.

EIA expects natural gas marketed production will grow at an_ average rate of 2.1% in 2014 and 1.3% in
2015. Rapid Marceilus production growth is causing natural gas forward prices in the Northeast to fall
even with or below Henry Hub prices outside of peak-demand winter months. Consequently, some

drilling activity may move away from the Marcellus back to Gulf Coast plays such as the Haynesville and
Barnett, where prices are closer to the Henry Hub spot price. EIA projects Gulf of Mexico production will
continue a long-term decline and fall slightly in 2014 and moderately in 2015.

LNG impaorts have declined gver the past seve.ral years because higher prices in Europe and Asia are

more attractive to sellers than the relatively low prices in the United States. Several companies are
planning to build liquefaction capacity to export LNG from the United States. The first of the new

facilities to liguefy gas produced in the lower-48 states for export is expected to partially come online in
the fourth quarter of 2015,

U.S. Natural Gas Inventorles.

Natural gas working inventories fell by 97 Bcf to 2,974 Bcf during the week ending December 27, 2013.
Colder-than-normal temperatures during the month resulted in increased heating demand, prompting
larger-than-normal withdrawals, and the highest withdrawal on record. Stocks are now 562 Bcf less than

last year at this time and 289 Bcf less than the five-year (2008-12) average for this time of year.

.
5
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Crude Oil Prices

Brent crude oil spot prices averaged between $108/bbl and $112/bbl fo_r the sixth consecutive month in
December 2013 at $111/bbl. EIA expects the Brent crude oil price to weaken as non-OPEC supply grow
exceeds growth in world consumption. The Brent crude oil price is projected to average $105/bbl and

$102/bbl in 2014 and 2015, respectively.
The forecast WTI crude oil spot price, which fell from an average of $106/bbl during September to

94/bbl in November, Increased to $98/bbl in December as a result of strong U.S. refinery runs. EIA

expects that WTI crude oil prices will average $93/bbl in 2014 and $90/bbl during 2015. The discount of

WTI crude oil to Brent crude oil, which averaged $18/bbl in 2012 and then fell to below $4/bbl in July
2013, averaged $12/bbl during the fourth quarter of 2013.
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Duke Energy
Hedging Program
Aemaining Base Not Yet Locked In
Winter 2013-14
%
_ Dth/Day System
November December January February March Total Supply

Col Gulf Mainline
ol Gulf Malnline
ol Guif Mainline
uif South

ox Gas Zone 1

Total
System Supply

~ Duke Energy Kentucky

Col Guif Mainline
Col Gult Maintine
Col Guif Malnline

Total
System Supply

ke Ener tal
Previously Hedged
Total

| 29
Hedging Meeting 01-23-2014.xisx 1/22{2014 Remaining Base
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Gas Resources
Hedgling Program
Markst Indicators Summary
February 20, 2014
Price Term c t Page
Pressure omments Ret
Weather
Long Term Forecast (Apr 14-- 14 NOAA predicting above average temperatures for April 2014--June 2014
9 ast (Apr 14--Jun 14) <+ | Lo lo; the majority of the CONUS. 12
Mid Term Forecast (30-60 da March is predicted to be 12.2% colder than normal based on 10 year
¢ ys) f Long normals and April weather is predicted to be 9.3% colder than normal, 13
Short Term Forecast (§-10 da Above normal temperatures across the western portion of CONUS and
{ ys) f Short below normal temperatures across the majority of the rest of the CONUS. 14
|Storage Inventory
Storage withdraws for the week ending February 14th were 250 Bef.
EIA Weekly Storage Report T Long |Storage levels are at 1.443 TCF which is 40.3% lower than last year and 15
33.9% lower than the S year average. :
Industry Publications
PIRA Energy Groy l GAS PRICE SCORECARD: April 2014--October 2014 Gas Price Outlook
Winter 2013/14:; Long |*Neutral* based on fundamentals such as “Eiectric Generation®, and 16-17
Summer 2014: "Residential/Commercial Demand".
PiRA is comparing anticipated storage levels to levels late in the 1st
quarter of 2003 when prices nearly doubled from mid-$5 to over $10.
PIRA forecasts ending storage balance to be between 1,16 Tcfto 1.18 Tet
. —_ with a year to year deficit widening to over 900 Bcf. PIRA believes the
Gas Daily & PIRA~Price Projections T Long Iopportunity for bullish Henry Hub price during Bidweek. Goldman Sachs 18
increases 2014 NYMEX forecast by $.025 to $4.50/MMBtu and lowering
storage level to 1.198 Tef. According to GS there is a need for higher
production to reach comfortable inventory levels by Nov. 1st.
More analysts predicting end of withdrawal season at 1.2 Tcf. As a result,
Jthere is a need for demand destruction and supply growth of 2 Bet/d. Citi
Gas Daily--Refilling Storage f Long |Research questions that supply will increase to meet demands citing 19
reduced imports from Canada, pipeline constraints and lag time to move
rigs.
Government Agencles
E I ti dmini
nergy Informa .on Administration The projected Henry Hub natural gas spot price averages $4.166/MMBtu
Winter 2014/15: $4.136 | 10n0 |ior 2014 and 4.100MMBL, for 2015 20
Summer 2014: $3.989 ° : u for ’
Technical Analysis
Summer 2014 Strip Chant t Short [Closed at $4.78 21
Winter 2014-15 Stirlp Chart 4 Short {Closed at $4.88 22
Summer 2015 Strip Chart <+ | Shont |Closed at $4.01 23
Winter 2015-16 Strip Chart «—» | Short |Closed at $4.27 24
Summer 2018 Strip Chart «—> | Short [Closed at $3.99 a5
Winter 2016-17 Strip Chart <«—» | Short [Closed at $4.29 26
Economy
EIA projects total natural gas consumplion will average 70.2 Bet/d in 2014,
The projected year-over-year increases in gas prices contribute to declines .
Demand Long {n gas used for electric generation from 22.3 Bet/d in 2013 to an estimated | 2728
21.7 Bef/d in 2014,
Totai marketed production expacted to increase from 2.2% in 2014 and 27.28
Supply > | Long | 2% in 2015.
Brent crude projected 1o average $105 per barrel in 2014 and $101 per
Oil Market <+ | Long |barrel in 2015. EIA expects WTI crude to average $93 per barret in 2014 | 27-28

Meeting Minutes: 426 Annex Conference Room - 1.00 pm
Attendees: Jim Mehring, Joachim Fischesser, Mitch Martin, Rick Colvin, Jeff Kern, Steve Niederbaumer

Discussed current markeq conditions (continued run-up in prices) inciuding current weather forecasts(extended extreme cold), storage leveis
(including estimate of 1.1 to 1.2 Tcf baiance by tha end of March) and various analysts projections, challenges for refiiting storage as well as EiA's
forecasts for Supply and Demand of the Naturai Gas markets and Oil prices. Discussed the current hedging positions for both DEO and DEK. )

Significant discussion ook place regarding the run-up of prices for the Summer 2014 and Winter 14/15 strips while pricing for the remaining strips
we follow were flat. Based on the discussion, a determination was made to hedge additional volumes for those later periods.




_ Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 02/18/14

Feb-14  Mar-14 Apr-14  May-14 Jun-14 JuFi4  Aug-14  Sep-14 Oct-14

Load Forecast
Crty Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wrthdrawals (Mcf)
Other *Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged
Total Hedged (dth)

Types of Hedging Products (1}
Fixed Price

Pnce Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Esumatad System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Suppiy

Amt Hedged with Storaqe @ City Gate
Hedged (City Gate) (Dth) ’
Storage Wahdrawal (Dth)
Market (Dth)

Total (incl. Injections) (Dth)
% Hedged & Slorage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

21140d 11oday [enuny #1907
081-Z10Z ‘ON 258D JSJAN

ST€J0o 9.7 338g



Duke Energy Kentucky
Hedging Program - Current Position

November 2014 - October 2015
v As of 02/18/14
Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Det-15

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Jypes of Hedging Products {1}
Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
winter
Summer

Estmated Systom Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedqed with Storage @ City Gat
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maxmum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

21T4Nd Moday [enuny 10T
081-2107 'ON 358D DS

ST€J0 LLT 338g



Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Heaged (dthvday)
Total Hedged (dth)

Types of Hedging Products {1)
Fixed Prica

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Tolal (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-15

Dec-15

Duke Energy Kentucky

Hedging Program - Current Position

Jan-16

November 2015 - October 2016
As of 02/18/14

Feb-16 Mar-16 Apr-16

(1) Maximum percentage allowed per type of hedging product is 25% for Wipter months and 40% Summer months.

¢

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Oct-16
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Duke Energy Kentucky
Hedging Program - Current Position
November 2016 - October 2017
As of 02/18/14

Nov-16 Dec-16 Jan-17 Feb-17 Mar-17 Apr-17
Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wrthdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount H ed da

Total Hedged (ditvday)
Total Hedged (dth)

Types of Hedging Products (1)
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estmated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

May-17

Jun-17

Jul-17

Aug-17

Sep-17

Oct-17
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2/18/2014

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/14)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014 .
[Target Levels By March 31, 2014

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2014

Apr-15
May-15
Jun-15
Jui-15
Aug-15
Sep-15
Qct-15
Summer 2015
[Target Levels By March 31, 2014

Nov-15

Dec-15

Jan-18

Feb-18

Mar-16

Winter 15/16

Target Levels By October 31, 2014

Apr-16
May-18
Jun-18
Jul-18
Aug-16
Sep-16
Oct-18
Summer 2016
[Target Levels By March 31, 2014

Nov-18

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

Target Levels By October 31, 2014
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
S-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
{09/10-13/14) | (2013-2014) 28-Jan-14] 11-Feb-14 | 20-Feb-14 Ohio Kentucky
Mar | $3.71 $3.43 $4.320 $6.050 $
Apr | $358 | $398 $4.010| s4.897 $
May | $363 | $4.15 $3.830  $4.738 $
dun | 8372 | $4.15 $3.030 | $4.747 $
dul $390 | s3.71 $4.050 | $4.772 $
Aug | $3.80 | $3.46 $4.050 (  $4.790 $
Sep_ | $3.31 $3.57 $4.030 | $4.748 $
Oct || $357 | $3.:50 $4.020| $4.699 $
Nov | $3.61 $3.50 $4.130 | $4.795 $
Dec | $393 | $3.82 $4.160 | $4.854 $
Jan | $4.18 | $4.41 $4.200| $4.989 $
Feb | $4.21 $5.56 $4.170 |  $4.970 $
12Month Avg  $3.76 $3.93 $4.075 $4.921
Summer Average $3.989 $4.770
Winter Average $4.196 $5.132
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Substantial cold changes
across Midwsst/East

Warmer in the Southwest

The forecast trended much colder over the East and Midwest while the
Southwest trended warmer. A large negative spike in the EPO as
February ends wiil allow a strong cold shot to dive south into the US,
and while temperalures should moderate early in March, more cold
shols are expected during the month. This type of pattem—favoring a
strong ridge over Alaska and a deep low near Hudson Bay—has been
persistent this winter, and there's little sign that it will modity for a fong
enough period to reverse negative monthly anomalles. The closest
analog may be 1878, though we should see a stronger Atlantlc ridge
closer to the East Coast compared to that March. If the ridge aligns
farther out In the Atlantic, then some of the stronger cold we currently
show In Canada could verify over the Midwest and East.

"9’0!3_“ More expansive belows in the
{.d I {0y ‘ Midwest

Slightly warmer Southwest

Our Aprit forecas] also trended colder, showing more areal coverage of
belows over the Midwest and less warmth over the Mid-Atlantic. As in
March, the Southwest trended warmmer. Persistance is a primary driver,
with most guidance and best paltem-fit analogs showing support for
continued north Pacific ridging. Many past Aprils in which the monthly
EPO value averaged negative—including, most recently, 2013
favored an anomalously cool outcome over the Midwest and northemn
Plains/Rockies. As tha pattern may lack blocking aver the upper
latitudes (AO/NAO stay posilive), enough Atlantic ridging could keep
the East near or slightly above normal, like in 2013. Shortdlved
decreasing trends in either blocking index could help drive stronger cold
Into the East and South at times. Oppositely, weaker trends in the GOA
ridge could enable more warmih to flow from south to north.

Mar GWHDD** Forecasts *10Y Normal '04-13
10Y Normal*  596.9
Mar 2014 Fest:| 670.0 [soyNomal 6312
‘ ~ JMar-2013 704.3
Changm» 4‘;0 **National Gas-Weighted HDDs

Apr GWHDD** Forecasts *10Y Normal '04-13
: 10Y Normal*- 338.5
|Apr 2014 Fest:| 370.0 {30 Normar - 3587
. . Apr-2013 375.4
Change: +10 ~ *National Gas-Weghted HODs

s 868 DOs: b
X 1950 d'colde care
L g ,’d’i_"h 31d¢) DA INC 8 I
e R G e VA S 5

“r_ Ey. 0 . MDA Information Systems LLC 820 West Diamond Ave, Stite 300, Gaithersburg, MD 20878

. Tel 240-833-8300 Fax 240-833-8301: ;¢ www..md;xhs,c'dx’n{; .« ©2014 [c}zgo’oogOoiO?.pdt.—_—Ve’rsibn 2.3}
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‘Meteorologiat BVJAG)  WEATHER SERVICES

Previous
Forecast:

The Intense cold air comes with increasing clarity today with
timing, placement, and intensity, holding on to potentiat record-
breaking cold from the Piains into the Midwest and Great Lakes
during the second half of the period. All of this is associated
with a strong ~<EPO/-AO surge that shifts the polar vortex
southward. Strong below normai temperatures enter the N.

| Plains and the Upper Midwest at the onset of the period. As
the period progresses the East Is set to join in on the strong
below normal temperatures. An active pattem along the South
should fimit how far the strong cold air reaching the region late.
Wammth is retained in California eariy, but the West Coast turns
cooler late. o
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531A) US. Encrgy Informati
el a f\dmil:l}:trr;nt'io’; ormation

Weekly Natural Gas Storage Report

for week ending February 14,2014 | Releassd: Fubaiaey ™0, 2014 1 100 A ¢ Hext Relense: Fubaary 27 2014

H

Summary taxt . CSV  JSNWorking gas in underground storage, lowsr 48 states

Hisworical Comparisons
Stocks Yeur ago S-Year average
billion cutec ot (Bcf) (02/14/123) {2009-2013)

Regton 02/18/14  0207/14  net chang; Implled Now {8chh %changs (Bch) % change
East 085 814 129 -t29 .19 388 1.049 47
West 29 259 -30 -30 369 a9 329 304
Producing 520  60R . " 930 494 808 a4
Salt n 108 -32 -2 226 659 139 446
Non;d! 452 S10R ‘ -58 -58 703 -35.7 87 2.2
Tots! 1,442 1,603 1 ‘ 250 «250 2.418 -40.2 2,184 <339

AaRevised. Resubmissions of data resulted in i ing of g gas stocks in the Producing Nonsalt
ragion by approximately 7 Bcf for the week ending February 07, 2014 The reported revision caused the stocks tor
February 07, 2014 to change Jrom 1.688 B¢f to 1,693 Bef.

Summary

Waorking 0as 1n 8101096 was 1.443 Bct as of Frday, February 14, 2014, according 1o E1A astmates This represents a net
dacfine of 250 B¢l from the previous waek, Stocke were 975 Bef less 1han last year ot this tme and 741 Bef bolow the 5-
yoar average of 2,184 Bct. In the East Region, stocks were 264 Bt below the S-yoar ga following net wih s of
129 Bel Stocks in the Producing Reglon wera 277 B¢f beiow the S-yeor sveraga of 808 B¢l ahar a net withdrawa! of 91
Bef. Stocks in the West Region were 100 Bct below the § yeas average alter o net drawdown of 30 Bef. Al 1,442 8¢t 1ota)
wotking gas is below the S.year hisiorical rangs.
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PIRA
North American Gas Price Overview
Per MMBTU
January 28, 2014 Release
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Narth American Gas Forecast Monthly

NATURAL GAS

January 28, 2014
“

U.S. GAS PRICE SCORECARD: APRIL 2014 - OCTOBER 2014

Bearish Nevtral Bullish
] .

PIRA Energy Group, 3 Park Avonue, 26" Floor, New Y'ork. NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www pira.com 2. .
For authorized subscribers only. Copyright > 2014 PIRA Energy Group. All rights raserved.
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Price Projections

Waiting for March Bidweek Fireworks—PIRA 2/19/2014

Forecasts of another cold spell point to storage levels triggering intense competition for
spot gas during the March Bidweek auction. March weather could push storage down
to levels within striking distance of late first quarter 2003. In late February 2003, Henry
Hub prices nearly doubled from mid-$5 to over $10 as LDC's sought to acquire enough
spot gas to sustain deliveries to customers in the advent of an extremely cold March.

PIRA’s February Reference Case reflects gas-weighted heating degree days that
average 8-10% above the 10-year normal with end-month storage reduced to 1,160 to
1,180Bcf and a year to year deficit widening to over 900 BCF.

“The tremendous run-up of March gas futures within the past several days thus sets the
stage for the prospect of even more bullish Henry Hub price fireworks during next
week's Bidweek auction.”

Goldman Sachs Llifts 2014 Prlce Call, Slaghes Storage Outlook on Demand--
2/14/2014

Goldman Sachs has revised their 2014 NYMEX price forecast by 25 cents to $4.50/
MMBtu while lowering their March 31 storage inventory level by 14% to 1.198 Tcf.
Citing weather forecast showing below-normal temperatures for the majority of the US
through mid-February as their reason.

The 1.198 Tcf figure “reinforces the need for higher production growth than what we
now embed for the year in order for the market to reach comfortable inventories by the
end of October 2014.” As a result, to incentivize production in the Fayetteville and
Haynesvnlle shale'’s, Goldman estimated that prices will remain elevated in 2014,
supporting their $4. 50/MMBtu forecast.

"Goldman noted, however, that since the US storage and delivery system has arguably
passed the harshest test ever recorded in terms of winter inventory draws with no
widespread delivery issues outside the traditionally bottlenecked areas such as New
York the market may increase its tolerance for lower end-October inventory levels than
the levels we have observed in recent years.” Goldman expects October 31% inventory
levels at 3.625 Tcf.

/8
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Storage

Refilling Gas Storage to Comfortable Levels Poses Challenges for
Market—February 6,2014

With more analysts projecting that storage levels will end the withdrawal season at 1.2
Tcf or lower the market has begun focusing on the hurdles to refilling storage to a
comfortable level by October 31,

According to FirstEnergy Capital, to meet the record injections needed this summer to
refill storage we will need some demand destruction and supply growth on average of 2
Bef/d. '

Storage operators have withdrawn 1.641 Tcf so far this season which is 45% more than
the 1.127 Tcf withdrawn last year and 38% more than the five-year average of 1.186
Tcf.

IHS CERA indicates that storage inventories will be rebuilt largely by reducing coal
displacement in the power sector. That was about 6 Bef/d of demand in 2013.
Reducing this element of demand will result in upward pressure in 2014, With the
coming demand surge beginning in 2015, we have likely had our last sub-$4 year for a
while. '

Citi Research questions whether supply will increase to meet these demands—citing
lower gas exports expected from Canada, continued pipeline constraints out of the
Marcellus Shale and the lag time needed to move more rigs into Haynesville and
Barnett shale’s and away from liquids-rich areas.

“The much-discussed $4.50/MMBtu price threshold at which producers could increase
gas drilling has not been tested before—with more producers focusing on oil/gas liquids
properties yielding higher returns and with the volatile forward curve just barely passing
this price threshold, a strong production response is far from certain.”

9
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February 11, 2014 Release
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Winter Strip Nov15 - Mar16
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Winter Strip Nov16 - Mar17
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Independent Statistics & Analysis

ei a U.S. Energy Information

Administration
February 2014
Short-Term Energy Outlook (STEQ)

K

Natural Gas
U.S. Natural Gas Consumption.

EIA expects total natural gas consumption will average 70.2 Bef/d in 2014, This represents an upward
revision of 0.6 Bcf/d from last month’s STEQ and is largely attributable to an increase in Janua
consumption. The projected year-over-year increases In natural gas prices contribute to declines In
natural gas used for electrlc power generation from 24.9 Bef/d in 2012 to 22.3 Bef/d in 2013 and 21.7
Bef/d in 2014. However, as retirements of coal power plants rise in 2015 in response to the
implementation of the Mercury and Air Toxics Standards, EIA expects natural gas consumption in the
power sector to increase to 22.6 Bcf/d.

U.S. Natural Gas Production and Trade.

ElA expects natural gas marketed production wili grow at an average rate of 2.2% in 2014 and 1.2% in
2015. Rapld Marcellus production growth is causing natural gas forward prices in the Northeast to fall
even with or below Henry Hub prices gutside of peak-demand winter months. Consequently, some
drilling activity may move away from the Marcellus back to Gulf Coast plays such as the Haynesvilie and

Barnett, where prices are closer to the Henry Hub spot price. EIA projects Gulf of Mexico production will
increase by 1.7% in 2014 before falling 2.3% in 2015.

Liquefied natural gas (LNG) imports have declined over the past several years because higher
prices in Europe and Asia are more attractive to sellers than the relatively low prices in the
United States. Several companies are planning to build liquefaction capacity to export LNG from
the United States. The first of the new facilities to iiquefy gas produced in the Lower-48 states
for export is expected to come online in the fourth quarter of 2015.

Growing domestic production over the past several years has replaced pipeline imports from
Canada, while exports to Mexico have Increased. EIA expects these trends will continue through

2015. EIA projects net imports of 3.5 Bcf/d in 2014 and 2.6 Bcf/d in 2015, which would be the
lowest level since 1987. Over the longer term, the EIA Annual Energy Outlook 2014 projects the

United States will be a net exporter of natural gas beginning in 2018.

U.S. Natural Gas Inventorles. Natural gas working inventories fell by 262 Bcf to 1,923 Bcfduring
the week ending January 31, 2014. Colder-than-normal temperatures during the month resulted
in increased heating demand, prompting larger-than-normal withdrawals, and a new record high
monthly withdrawal (surpassing the previous record set in December 2013). Stocks are now 778

21
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Bcf less than last year at this time and 556 Bcf less than the five-year (2009-13) average for this
time of year. )

Crude Qil Prices

Brent crude oil spot prices averaged between $108/bbl and $112/bbl for the seventh consecutive month

in January. EIA expects the Brent crude oil price to weaken as non OPEC supply growth exceeds growth
in world consumption. The Brent crude oil price is projected to average $105/bbl and $101/bbl in 2014

and 2015, respectively.

The forecast WTI crude oil spot price, which increased from a monthly average of $94/bbl in November
to $98/bbl in December because of strong U.S. refinery crude oil runs, fell back to $95/bbl in January
2014. EIA expects that WTI crude ol prices will average $93/bbl in 2014 and $90/bbl during 2015, The
discount of WTI crude oil to Brent crude oil, which averaged $18/bbl in 2012 and then fell below $4/bbl
in July 2013, averaged $14/bbl in January 2014. EIA expects the discount of WTI crude oil to Brent crude
oil to average $11/bbl over the forecast, reflecting the economics of transporting and processing the
growing production of light sweet crude oil in U.S. and Canadian refineries.
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked In
Winter 2013-14
%
Dth/Day System
November December January February March Total Supply

Duke Enerqy Ohio

Previously Hedqed

Total
System Supply

Duke Enerqy Kentucky
Previously Hedged

Col Gulf Mainline
Col Gulf Mainline
Col Gulf Mainline

To
System Supply

Duke Energy-—Total
Previously Hedged
Total
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Gas Resources Page 300 of 325
Hedging Program -
Market Indicators Summary
March 27, 2014
Price Page
Prassure LTerm l Comments Ref
Weather
. NOAA predicting above average temperatures for May 2014-July 2014
Long Term Forecast (May 14--Jul 14) 1 long for the majority of the CONUS. 12
Aprilis predicted to be 12.3% colder than normal based on 10 year
Mid Term Forecast (30-60 days) —> | Long normals and May weather Is predicted to be 5.3% colder than normal. 13
Short Term Forecast (6-10 days) <— | Short |Below normal temperatures dominates the CONUS fater in the period 14
Storsge Inventory
T Storage withdraws for the week ending February 21st ware 57 Bef.
Storage levels are at 0.896 TCF which is 50.1% lower than last year and
- EIA Weekly Slorage Report Long 50.8% lower than the 5 year average. Storege inventories are below 1 15
Tcf for the first time in 11 years,
industry Publications
PIRA Energy Grou GAS PRICE SCORECARD: April 2014--October 2014 Gas Price Outiook
Winter 2014/18: 1 Long |*Bulish* based on fundamentals such as “US Storage Levels*, "Industriat | 16-17
Summoer 2014: Sector®, and *Exports to Mexico®,
In light of the situation In Ukraine, lawmakers want the Obama
administration to approve more LNG export applications which would
send a signal about our leadership from a geopolitical perspective. The
T potential for competition Is important, Jordan Cove marks a total of 8.3
Gas Daily--LNG Exports Long |Bet/d of approved exports from the US which is ciose to the amount of 18-19
current exports by the works's largest LNG exporter, Qatar. FERC issues
positive environmental impact statement concerning Freeport LNG
project. The Freeport project Is a 3 train 1.8 Bef/d gas [qulifacation
faciiity.
Storage arbitrage does not make sense in todays price envirnoment.
LDC's are not using storage o arbitrage. Malority of storage is tied to
utilties, only 25% to 30% of storage Is owned by operators that are price-
- sonsitive. AGA belleves that production can ramp-up by 2 to 3 Bef/d to g
Gas Daly-Miscolia Information 1 Long refill storege. Planalytics estimates that production will need to Increase 20-21
3.75 Bef/d to refit storage. They are of the opinlon that due to nuclear
plants being down for maintenance that amount of production will not be
avallable.
Government ]
vEnergy |nfonnat.IQn Administration The projected Henry Hub natural gas spot price averages $4.443/MMBtu
Winter 2014/15: $4.292 ¥ | 1070 [for 2014 and s 15eMMBN o 2018 2
Summer 2014: $4.104 ' :
Technical Analysis
Summer 2014 Strip Chart ¢ | Short |Closed at $4.43 23
Winter 2014-15 Strip Chart ¢ | Short |Closed at $4.60 24
Summer 2015 Strip Chart <+—> | Short |Closed at $4.09 25
Winter 2015-16 Strip Chart <+—> | Short | Closed at $4.32 26
Summer 2016 Strip Chart <—> | Short |Closed at $4.10 27
Winter 2016-17 Strip Chart <+—» | Short |Closed at $4.39 28
Economy
EIA projects total natural gas consumption wil average 71.3 Bet/d in
2014, a drop of 0.1 Bef/d from 2013. The projected year-over-year
Demand Long |incraases In gas prices contribute to declines In gas usad for elactric 2930
generation from 22.3 Bef/d In 2013 to an estimated 22.0 Bef/d in 2014.
Supply — Long Total marketed production expected to increase from 2.5% in 2014 and 29.30
1.1% In 2015, .
Brent crude projected to average $105 per barret in 2014 and $101 per
Ofl Market <« | Long Ibarrei in 2015. EIA expects WT! crude to average $95 per barrel in 2014 | 29-30
and $90 In 2015.
Mesting Minutes: 426 Annex Conference Room - 1:00 pm
Attendees: Chuck Whitlock, Mke Brumback, Mich Martin, Jeff Kem, Stave Niederbaumer
Reviewed the results of the transaction resutting from the February 20, 2014 Hedglng Meeting. Fixed price deal for Duke Kentucky was compieted
on Feb 21, 2014 r ¢ the period November 1, 2015--October 31, 2016 at a price of Sl Three supplers were
contacted: nd being the lowest bidder. Discussed market fundamentals inciuding weather, storege inventory
levels, PIRA and EIA price forecasts, economic influences on supply and demand and technical analysis on Summer and Winter Strip prices.
Significant discussion took place around the low storage level (below 0.9 TCF which Is the first time in 11 years that the level Is balow 1.0 Tcf) with
10 day In the withdraw season stil to be reported, and the expectad below normal weather for the next 6 to 10 days. Based on thesa factors, a
decision was made to hedge additional volumes at this time. Discussions took place as to what hedging product to use and the volume to be
hedged. Based on the discussion, a fixed price product to lock In current rates will be used in the amount Dth/d for Duke Kentucky.
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Duke Energy Kentucky
Hedging Program - Current Position
November 2013 - October 2014
As of 03/25/14

Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14

Load Forecast
Ciy Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Amount Hedged {dth/day)
Fixed Price

Fixed Price
Fixed Price
Fixed Price
Fixed Price
Fixed Price
Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
Fixed Price
Pnce Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Estimated System Supply (Gross)

Hedged % of System Supply
Seasonal % of Systsm Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

STEJO J0f 584

Jr140d oday [enuny p10z
081-Z10Z *ON 358D JSJAN



Duke Ensrgy Kentucky
Hedging Program - Current Position
November 2014 - October 2015
As of 03/25/14
Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15. Jul-15 Aug-15 Sep-15 Oct-15
Load Forecast )
City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)
TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Fixed Price
Fixed Price
Fixed Price

Total Hedged

Total Hedged (dth)

Types of Hedging Products {1}

No-Cost Coilars

Embedded Hedged Cost
winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Hed with Stora City Gate
Hedged (Caty Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. Injections) (Bth)
% Hedged & Storage
Seasonal %

(1) Maxumum percentage allowsd per type of hedging product is 25% for Winter months and 40% Summer months.
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Duke Energy Kentucky
Hedging Program - Current Position
November 2015 - October 2016

' As of 03/25/14

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16

Load Forecast
City Gate Load Forecast (Mcf)
TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals® (Mcf)
Total Withdrawals (Mcf)

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedging Products (1)
" Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of Systam Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (incl. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per typa of hedging product is 25% for Winter months and 40% Summer months.

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Oct-16
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Duke Energy Kentucky
Hedging Program - Current Position
November 2016 - October 2017

As of 03/25/14
! Nov-16 - Dec-16 Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17
Load Forecast
City Gate Load Forecast (Mcf)

TCO FSS injections (Mcf)
Total Requirements (Mcf)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals" (Mcf)
Total Withdrawals (Mcf)

ount Hedged d
TBD
T8D
TBD
Total Hedged (ath/day)
Total Hedged (dth)

Yypes of Hedging Products (1)
Fixed Price
Price Caps

Embedded Hedged Cost
Winter
Summer

Esumated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage @ City Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Totaf (incl. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.
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3/25/201 4

Duke Energy Kentucky
Hedging Program
Current Position
System Hedged to Date Next Target (3/31/14)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 201 4 _
[Target Levels By March 31, 2014 .
Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15
Storage Gas
Excluding Storage Gas
Including Storage Gas -
Target Levels By October 31, 2014

Apr-15
May-15
Jun-1§

Jul-15
Aug-15
Sep-15
Oct-15

Summer 201 5_
{Target Levels By March 31, 2014

Nov-15
Dec-15
Jan-16
Feb-16
Mar-18
Winter 15/16
Target Lavels By October 31, 2014

Apr-18
May-18
Jun-18

Jui-18
Aug-18
Sep-18
Oct-16

Summer 2018
Target Levels By March 31, 2014

. Nov-18
Dec-18
Jan-17
Feb-17
Mar-17
Winter 16/17
Target Levels By October 31, 2014

10
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
(09/10-13/14) | (2013-2014) 25-Mar-14{ 11-Mar-14| 27-Mar-14 Ohio Kentucky

Apr | $3.58 | $3.98 $4.180 |  $4.409 $
May | $363 | $4.15 $4.020 | $4.405 $
dun | $3.72 $4.15 $4.140 | $4.432 $
Jul $3.90 $3.71 $4.220 | $4.468 $
Aug $3.80 $3.46 $4.230 | $4.466 $
Sep._ $3.31 $3.57 | $4270| $4442| IS
Oct | $3.57 $3.50 | $4.300| $4.456 $
Nov | $3.61 $350 | $4360| $4478 $
Dec $3.93 $3.82 $4.400 | $4.612 $
Jan | $4.18 | $4.41 $4.330 | $4.680 $
Feb $4.21 $5.56 $4.260 $4.652 $
Mar $3.87 $4.86 $4.110 | $4.545 $

12MonthAvg ~ $3.77 $4.05 $4.235 _ $4.504

Summer Average $4.194 $4.440

Winter Average $4.292 $4.593

I
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. Slight cold adjustment in Forecast remains unchanged

Midwest and East
Still cold in north-centrai US

Stili warm in Southwest and

- Southeast i) ‘
The last 30 day outlook for April remains cooler than normal and No changes were made to the final 60 day outlook for May with the -
features some small cooler changes over the north-central to the outlook continuing to show cooler than normal conditions over the
eastem US. The patteni is expected to remain dominated by a ~EPO middle of Ihe country. Upper level ridging over the North Paclfic into
signal as upper level ridging remains in place more often than not over parts of the westem US Is expected lo remain the dominant pattem set
the North Pacific and into Alaska, Downstream of this feature befow up. While widespread above normal temperalures are expected in the
normal temperatures will dominate in Canada and spread inlo a large West, supported not only by this ridge but by ongoing drought
portion of the US. The cold wiil remaln most persistent across the conditions as well, the mid-continent is forecasl to feature a cooler,
northern lier while a lesser cold influence extends into the East and the more variable pattem. A trough over this region and inlo the Great
South where ongoing, spring-like volatiiity will limit the cold air duration. Lakes supports more cool weather than warm in a similar setuplo
The lates] CFS and ECMWF monthly model guidance conlinues to what was seen much of the winter and early spring, thoughto a lesser
support our forecast with recent runs of the CFS projecting more cold strength anomaly as the ~EPO influences wane.
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- | above normal temperatures along parts of these areas. Colder.

Trough Digs Through West, Plains In Mid-Period.
Active Pattern Present

An active pattern will continue to be in control of the forecast
period and should bring enough volatility to permit more varia-
bility at times. A trough is expected to dive through the West
'| and into Plains during the middle of the period, piacing below to
much below normal temperatures into these areas for then. A
lack of cold air connection to the upper latitudes greatly dimin-
ishes the threat of any strong cold. Warmer temperatures are
possible along the Midwest and East during the early part of
the period ahead of stormy weather, which could place a few

air spreads out of the West into the central US late. This cool
shot could be more marginal than the current forecast shows.
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€1’ Administaon "

Weckly Natural Gas Storage Report

for week ending March 21,2014 | Released: Marh 27. 201V K 1030am | Hext Ralease: Apxil 3 M14

sumn{ayy 1ext  CSV  JSNWorking gas In underground storage, lower 48 states

Huatoncal Comparisans

Slocks Year ago S-Yosr sversge
Dflion cubic fest (Bc_f) {03/24/13) (2009-2013)
Reglon 0221/14  0Y14/14 netchange  Impilad Aow (Bcn  %change (Bef) % chenge
East 356 398 9 -39 720 508 778 -54.1
West 184 167 3 3 35 -51.0 29 -44 0 7
Producing 8 304 15 -8 1229 484 754 501
" san 65 6 3 3 178 €15 14 545
Nonsait an 20 .8 8 560 s en 49t
Total [} 9% -57 -57 1,798 -50.1 1,822 -50.‘
Summary
Working gas in siorage was 898 Bef as of Frday, March 21, 2014, ding to E'A This rep s 8 net

decline of 57 Bef from the previous week. Stocks were 899 Bcf lasa than last year at this time and 928 Bci below the 8-
year overage of £,822 Bel. In the East Region, stocks were 419 Bcf below the 5-year g0 following net with is of
39 fict Slocks in the Producing Region were 378 Bct baiow the 5-year sverage of 754 Bcf after s net withdrawal of 15 Bef.
Stocks in the West Ragion wera 129 Bed below the 5-year sverage alter a nat drawdown of 3 Bcf. At 898 Bct, total working
gas Is befow the §.year historical 1ange
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PIRA
North American Gas Price Overview

Per MMBTU

March 25, 2014 Release
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Mar-12 Mar-13 Mar-14 Mar-15
Apr-12 Apr-13 Apr-14 Apr-15
May-12 May-13 May-14 _May-15
Jun-12 Jun-13 Jun-14 Jun-15_
Jul-12 Jul-13 Jul-14 Jul-15
Aug-12 Aug-13 Aug-14 Aug-15
Sep-12 Sep-13 Sep-14 |_Sep-15
Oct-12 Oct-13 Qct-14 Oct-15
Nov-12 Nov-13 | __Nov-14 Nov-15
Dec-12 Dec-13 Dec-14 Dec-15
Average Average Average Average
2012 2013 2014 2015
Summer Summer Summer Summer
| 2012 | 2013 2014 2015
@D [Winter2012] Winter 2013 Winter 2014
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North American Gas Forecast Monthly

March 25, 2014 NATURAL' GAS

U.S. GAS PRICE SCORECARD: APRIL 2014 - OCTOBER 2014

Bearish Nevdral Bulish
__

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5969 (Tel) 212.686-6608 (Fax) 212-686-6628 www.pira.com 2
For authorized subscribers only. Copyright © 2014 PIRA Energy Group. Ail rights reserved.
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LNG Exports

Faster LNG Nods Would Send Signal—3/26/2014

Several lawmakers want the Obama administration to quickly approve more LNG export
applications in response to the crisis in the Ukraine—expedited approvals would not
lead to immediate construction or near-term deliveries of US gas to Europe and would
be “irrelevant”. Nearly all US LNG developers are targeting Asian markets which offer
a more attractive price than Europe.

With 24 applications in DOE's queue, Senator Lisa Murkowski said the agency needs to
hasten its approval pace. ‘If, in fact, we were to accelerate the pemmitting process
through DOE...that doesn’t get gas to Ukraine or anywhere at least for a couple years.
It is about the signal that is sent, about our leadership role from a geopolitical
perspective.” At a minimum, US LNG prospects could force Russia to offer more
competitively priced gas—it's the potential competition that is really important. “Since
energy exports are the mainstay of the still inefficient and lagging Russian economy,
this is a penalty with teeth.”

Jordan Cove Gets Approval for Non-FTA Exports—3/25/2014

Jordan Cove received DOE approval to export LNG to countries without free trade
agreement with the US. Jordan Cove is the first West Coast terminal, which is
approved to export 800,000 Mcf/d for 20 years.

“The nod to Jordan Cove marks a total of 9.27 Bcf/d of approved LNG exports from the
US. If all of the projects were to be built, which analysts say is unlikely, the total would
be close to the amount of ¢urrent exports by the world’s largest LNG exporter, Qatar.”

"Gas producing trade groups praised the decision and called for more expeditious
treatment of the remaining 24 permits in front of DOE, while manufacturing trade groups
condemned such a move, saving it would remove the US’ competitive advantage of low
cost energy.” '

Freeport LNG Export Project Clears Key Hurdles at FERC—3/17/2014

FERC issued an environmental report stating that the three-train 1.8 Bcf/d gas
liquidifaction facility planned for Quintana Island, Texas would not have significant
environmental or safety impacts. According to FERC there are no alternatives to the
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proposed project “that would result in less environmental impact that would still address
the purpose and need of the projects.”

Public comments on the draft environmental impact statement will be accepted until
May S and Freeport expects to receive FERC approval for the project by mid-2014. The
first train is expected to start operations about 45 months after the approval.
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Miscellaneous Information

Storage Arbitrage Shrinks, but Many Still Anticipate Robust
Injections—3/14/2014

To buy now or not to buy? Going by pure financials the spread between summer and
winter strips offers little incentive to inject into storage. The spread between the strips is
currently about 20 cents. In past years, the curve was more pronounced, creating more
incentive for storage arbitrage.

LDCs aren't using storage to arbitrage, they will continue to put gas in storage for
operational needs. The majority of storage is tied to utilities, which needs to buy at any
cost, only 25% to 30% of storage owned by operators that are especially price-sensitive.

There are different opinions as if storage can be filled. American Gas Association
believes that production this year will be able to ramp up to refill inventories to
comfortable levels. “The market is saying it expects a 2 to 3 Bef/d increase in gas
production over the course of this year to meet the requirements to get sufficient
supplies of gas back into storage, even with some natural gas going to cooling loads.”

Planalytics does not believe storage will be refilled quickly because the highest number
of nuclear plants (in 14 years) will be down for maintenance which will put pressure on
injections an keep a floor under prices.

“It is first important to note that a much larger storage deficit must be overcome this
year—930 Bcef vs 570 Bcf in 2003 and 348 Bcf in 2001. If we are to eat up this storage
deficit over the next eight months, natural gas supply/demand must be roughly 3.75
Bcf/d loose to historical levels from April through October.”

Planalytics Corby believes buyers are “foolish waiting for prices to come down”,
believing it is prudent for LDC's to begin-buying gas now before prices go up. “At the
moment, the low end-of-season-storage is already baked into the price, but also thinks it
possible we will see price spikes as we go through the summer.”

Actio'n Needed Ahead of Coal-Fired Power Plant Retirements—
3/7/2014

This winter's extreme cold shap left the power grid relying on old coal-fired power
plants, and that crutch will disappear in a little over a year according to FERC
Commissioner Moeller, potentially increasing demand for natural gas substantially.
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AEP is going to retire 7,100 MW out of its 25,000 MW in coal-fired generation in 2015.
During the polar vortex, AEP was running 89% (6,300 MW) of that capacity.

The clock is ticking toward April 16, 2015, the compliance date for the EPA’s MATS rule
for emissions reductions from coal and oil fired generators. “We got a lot of power
plants that are going to be shutting down in a little over one year, April 16,
2015...Almost all of them were running as best they could during the cold snap. And,

so if that isn't a sobering wake-up call to policymakers, nothing short of a massive black
out would be.
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
March 11, 2014 Release
[ Jan-12 267 [ Jan-13 | 333 [ Jan-14_ 471 Jan-15 | 433
Feb-12 2.50 Feb-13 3.33 Feb-14 6.00 Feb-15 4.26
Mar-12 218 Mar-13 3.81 Mar-14 4.48 Mar-15 4.1
L Apr-12 | 1.95 | Apr-13 417 Apr-14 4.18 __Apr-15 | 3.88
May-12 243 May-13 4.04 May-14 4.02 | _May-15 | 3.81
Jun-12 2.46 Jun-13 3.83 Jun-14 4,14 Jun-15 3.99
Jul-12 295 Jul-13 3.62 Jul-14 4,22 Jul-15 4.10
Aug-12 2.84 Aug-13 - 3.43 Aug-14 423 Aug-15 4.13
Sep-12 2.85 Sep-13 3.62 Sep-14 4.27 Sep-15_ 412
Oct-12 3.32 Oct-13 3.68 Oct-14 4.30 Oct-15 4.21
Nov-12 3.54 Nov-13 3.64 Nov-14 4,36 Nov-15 4.31
Dec-12 3.34 Dec-13 4.24 Dec-14 440 | Dec-i5 | 440
Average Average Average
2012 $ 2.753 2013 $ 3.728] |Average 2014] $ 4.443 2015 $ 4.138
Summer Summer Summer Summer
2012 $ 2.686 2013 $ 3.770 2014 $ 4194 o015 | ¥ 4.034
Winter 20121 Winter 20131 Winter 2014-
2013 $ 3.470 2014 $ 4.614 2015 $ 4.292
22
3/25/2014
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Winter Strip Novis - Mar16
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Summer Strip 2016
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Winter Strip Nov16 - Mar17
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Independent Statistics & Analpsis

i ) US. Energy Information
e a Administration

February 2014

Short-Term Energy Outlook (STEO)

Natural Gas

U.S. Natural Gas Consumption. '

EIA expects tota) natural gas consumption will average 71.3 Bcf g. er day (Bcf/d) in 2014, a drop of 0.1
Bcf/d from 2013. The projected year-over-year increases in natural gas prices contribute to declines in

natural gas used for electric power generatlon from 24.9 8cf/d in 2012 to 22.3 Bcf/d in 2013 and 22.0
Bcf/d in 2014. In 2015, total natural gas consumption falls by 0.3 Bcf/d as a decline in residential and
commercial consumption more than offsets consumption growth in the industrial and electric power
sectors. EIA expects natural gas consumption in the power sector to increase to 22.6 Bcf/d in 2015 with
the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIA expects ngturai gas marketed production will grow at an average rate of 2.5% in 2014 and 1.1% in
2015. Rapid natural gas production growth in the Marcellus formation is causing natural gas forward
prices in the Northeast to fall even with or below Henry Hub prices outside of peak-demand winter

months. Consequently, some drilling activig_ may move away from the Marcellqs back to Gulf Coast
plays such as the Haynesville and Barnett, where prices are closer to the Henry Hub spot price.

Liquefied natural gas (LNG) imports have declined over the past several years because higher
prices in Europe and Asla are more attractive to sellers than the relatively low prices in the
United States. Several companies are planning to build liquefaction capacity to export LNG from
the United States. Cheniere Energy's Sabine Pass facility is planned to be the first to liquefy
natural gas produced in the Lower 48 states for export. The facility has a total liquefaction
capacity of 3 Bcf/d and is scheduled to come online in stages beginning in late 2015,

Growing domestic production over the past several years has displaced some pipeline imports

from Canada, while exports to Mexico have increased. EIA expects these trends will continue
through 2015. E!A projects net imports of 3.6 Bcf/d in 2014 and 2.6 Bcf/d in 2015, which would

be the lowest level since 1987. Over the longer term, the EIA Annual Energy Outlook 2014
projects the United States wili be a net exporter of natural gas beginning in 2018.
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Crude Oil Prices

Brent crude oil spot prices in February averaged between $108/bbl and $112/bbt for the eighth

consecutive month. EIA expects the Brent crude oil price to weaken as non-OPEC supply growth exceeds
growth In world consumption. The Brent crude oil price is projected to average $105/bb! and $101/bbl

in 2014 and 2015, respectively.

The WTI crude oil spot price, which fell to $95/bbl in January 2014, increased to an average of
$101/bbl in February as a result of strong Midwestern refinery runs after cold-weather-related
disruptions in January. EIA expects that WTI crude oil prices will average $95/bbl in 2014
$2/bbl higher than last month's STEO, and $90/bbl during 2015. The discount of WTI crude oil
to Brent crude oil averaged $8/bbl in February after averaging more than $13/bbl over the
previous three months, EIA expects the discount of WTI crude oil to Brent crude oil to average
$10/bbl in 2014 and $11/bbl in 2015, reflecting the economlcs of transporting and processing
the growing production of light sweet crude oil in U.S. and Canadian refinerles.
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